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PEEFACE 


|HE  internal  affairs  of  a  bank  are  usually  conducted 
in  accordance  with  certain  regulations  laid  down 
by  it  for  the  guidance  of  its  officers,  and  necessa- 
rily conceived  in  a  style  more  imperative  than  explanatory. 
In  the  following  Letters  I  have  essayed  a  familiar  ex- 
position of  the  principles  from  which  these  regulations 
are  deduced :  and  I  publish  them  in  the  hope  that  they 
may  assist  the  junior  officers  in  banks  in  acquiring  that 
scientific  knowledge  of  their  profession  which,  next  to 
experience  itself,  best  qualifies  them  for  offices  of  trust 
and  responsibility. 

But  there  are  certain  subjects  discussed  in  the  work 
which  have  a  more  general  interest,  and  address  them- 
selves to  a  wider  circle  of  readers  than,  I  apprehend,  they 
are  likely  to  command.  I  allude  more  particularly  to 
those  principles  which  guide  a  banker  in  his  dealings  with 
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the  public — a  subjuct,  I  sliould  suppose,  of  as  lively  inte- 
rest to  the  commercial  community  as  to  the  banker  him- 
self ;  and  concerning  which  I  think  it  not  impossible  that, 
even  in  the  following  pages,  the  community  in  ([uestion 
might  hear  of  something  to  its  advantage. 

Had  the  author  of  the  well-known  Practical  Treatise 
on  BuMkimj  followed  the  subject  into  the  def)artment  par- 
ticularly treated  of  in  these  Letters,  it  is  superfluous  to 
observe  that  they  would  never  have  been  written,  and 
that  the  subject  would  have  been  handled  by  an  able 
and  experienced  pen.  As  it  is,  I  experience  some  encou- 
ragement from  the  fact  that  my  production  has  already 
received  the  stamp  of  his  approval.* 

I  have  only  to  add,  that  a  majority  of  the  Letters  have 
apj)eared,  from  time  to  time,  during  the  last  three  years, 
in  the  pages  of  the  Bankers  Ma(jazine,  in  the  order — I 
should  rather,  perhaps,  say  the  confusion — in  which  the 
various  sections  of  the  subject  offered  themselves  for  dis- 
cussion. I  have  taken  advantage  of  this  republication, 
however,  to  pursue  a  more  logical  arrangement  of  the 
subject,  and  to  add  to  the  original  text  a  good  third  of 


*   Vide  a  Practi<al  Treatis.'  on  Banking,  by  J.  W.  Gilbart,  Esci.,  F.  R.  S., 
fifth  edition,  vol.  i.  p.  .S3- 
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fresh  matter,  which,  I  trust,  will  lie  CouikI  orcriuiil  (|ii}ility 
with  the  old — vv^hatever  that  may  be. 

With  these  remarks,  I  eommit  the  book  to  the  merciful 
consideration   of  the  reader. 


T.  B. 


LiVEKP(OL,  VstJanmry,  18.50. 
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PREFACE  TO  CANADIAN  EDITION. 


|HE  work  of  which  the  following  pages  are  a  rejirint, 
with  annotations,  is  so  thoi;oni»hly  sound  and  prac- 
tical, so  full  of  common-sense  suggestions  and  re- 
marks, that  it  has  been  deemed  df  -  rablo  to  p^.ioe  it  before 
th^  ^Vnadian  public,  with  such  explaii'  tory  notes  as  will 
adapt  the  information  to  the  circumstances  of  the  country. 
Such  a  work  is  interesting,  not  only  to  the  oflRcprs  of 
banks  but  also  to  their  customers,  for  they  '^v^c  thus  en- 
abled  to  see  the  method  by  which  a  prudent  banker  judges 
of  the  transactions  they  bring  before  him.  Nothing  can 
be  more  desirable  than  a  good  understanding  between 
banking  institutions  and  the  mercantile  community,  and 
it  is  hoped  that  a  perusal  and  careful  consideration  of 
the  suggestions  of  this  work  may  have  sonic  inllucnce  in 

bringing  it  about. 

G.  H. 
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COUNTRY    BANK 


Letter  I. 


INTRODUCTORY. 


|HILST  the  "monetary  mind"  is  darkened  by  the 
fear  of  an  approaching  Panic,  a  visitation  which 
most  persons  expect,  and  marvel  why  it  has 
not  come ;  whilst  the  great  Railway  mania 
has  passed  like  a  distempered  dream,  and  its  hopes 
lie  wrecked  in  dreary  depths  of  discount  and  Stag-nation, 
and  those  it  found  employment  for  now  swell  the  glut  of 
clerks,  and  find  the  uses  of  "  The  Provident "  *  (all  speed 
to  its  success) ;  whilst,  with  a  strange  and  ominous  per- 
versity, the  panic  keeps  aloof,  and  the  bullion  won't  go 

*  The  Provident  Clerks'  Mutual  Life  Assurance  Association. 
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down,  and  discounis  won't  go  up,  and  all  is  indecision, 
doubt,  and  foreboding  :  in  times  like  these,*  I  say,  when 
the  only  thing  certain  to  bankers'  clerks  is  the  uncertainty 
of  employment,  you  have  been  fortunate  in  succeeding  to 
the  management  of  a  branch  at  the  age  of  six-and-twenty. 

That,  under  the  circumstances,  you  should  feel  elated 
with  your  promotion,  is  natural ;  that  this  elation  will 
rapidly  subside  I  regard  as  not  the  less  so ;  and  that  it 
will,  ere  long,  be  dashed  by  sensations  of  a  very  opposite 
description,  is  only  consistent  with  the  experience  of  all 
who  have  filled  similar  situations. 

You  will  hnd  that,  along  with  augmented  rank  and 
salary,  there  have  devolved  upon  you  certain  duties  and 
responsibilities  of  the  gravest  kind,  which  you  will  do  well 
to  ponder  seriously  ;  for  upon  an  accurate  appreciation  of 
your  new  position  at  the  very  outset  will  necessarily  de- 
pend whether  it  shall  prove  to  you  an  advantage  or  a 
bane. 

Nor  are  you  alone  interested  in  the  result.  Your  stake 
in  the  matter  indeed  is  a  small  one  compared  with  the 
aggregate  of  interests  involved  in  your  appointment,  and 
dependent  upon  your  conduct  and  abilities  for  injury  or 
advancement. 

To  your  clients,  the  customers  of  the  branch,  you  will 
stand  in  the  character  of  dispenser  of  credit — a  function 
demanding  for  its  proper  exercise  the  nicest  discrimina- 
tion and  the  soundest  judgment. 


■>■?»■ 


*  This  was  written  at  the  close  of  184G. 
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Tlioiisaiids  of  pounds  will  every  week  \h'  paid  across 
your  counter  in  discounts  or  advances  to  a  variety  of  per- 
sons, and  it  will  rest  mainly  with  you  wliether  these  ad- 
vances will  work  evil  or  good — go  to  foster  rash  adven- 
tures or  to  promote  legitimate  enterprise.  No  inconsid- 
erable amount,  on  the  other  hand,  will  annually  be  refused 
by  you  to  applicants  for  advances;  and  here  again  will  it 
rest  with  you,  whether,  amongst  the  applicants,  there  are 
not  those  who  are  fairlv  entitled  to  assistance,  and  the  re- 
fusal  of  which  may  subject  them  to  unmerited  incon- 
venience or  distress. 

In  your  dealings  with  your  clients,  the  abnegation  of 
all  personal  bias  is  essential  to  the  exercise  of  j^our  duties 
with  strict  justice  and  impartiality.  It  is  a  grave  derelic- 
tion of  duty  on  the  part  of  a  bank  mannger  to  allow  a 
partiality  for  the  customer  to  permit  him  to  look  with  re- 
laxed stringency  upon  the  customer's  account ;  but  it  is 
wrong  and  unprincipled  in  a  manager  to  gratify  a  personal 
dislike  for  a  client  through  the  medium  of  that  client's 
account.  In  banking  transactions  there  is  no  scope  for 
"  the  feelings."  Banking  is  not  a  matter  of  sentiment, 
but  of  business  merely.  The  "  sentiment  of  bills,"  I  ap- 
prehend, would  be  an  arduous  subject  for  the  most  versa- 
tile of  essayists. 

To  your  directoi'S  you  will  stand  chiefly  in  the  character 
of  trustee,  for  the  safe  custody  and  investment  of  the  com- 
paratively enormous  sum  which  they  must  place  at  your 
disposal — a  sum,  recollect,  not  limited  to  the  amount  of 
your  advances  and  discounts  outstanding  and  current  at 
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any  <j;iviMi  dato,  l»iit  iiioasunMl  by  (lie  iij^groi^ate  nt'  dis- 
couiits  and  advances  wliich  you  may  transact  during  the 
time  you  continue  to  act  as  their  nianaj^er ;  and  seeing 
wliatthis  aggregate  may  reach  in  the  course  oi'n  prolonged 
service,  it  can  only  be  by  the  exercise  of  an  active  vigi- 
lance and  a  wise  caution  that  you  escape  a  series  of  losses 
to  an  amount  altogether  incalculable. 

And  in  fultilling  the  duties  you  owe  to  your  clients,  on 
the  one  hand,  with  undeviating  fairness,  and  to  your  di- 
rectors on  the  other,  with  invincible  rectitude,  you  best 
fultil  the  few  duties  you  owe  to  yourself.  The  reward  of 
a  good  conscience,  if  of  nothing  else,  will  be  yours  in  the 
one  case — a  more  substantial  acknowledgment  will  pro- 
bably be  your  reward  in  the  other.  Beware  of  the  notion 
that  what  you  ch icily  owe  to  yourself  is  an  earnest  seek- 
ing after  salary — an  idol  in  high  worship  amongst  the  un- 
deserving. It  may  and  will  come  as  an  eti'ect  of  good 
conduct — never  seek  it  as  a  cause. 

And  next  in  imj)ovtaiice  to  a  duty  itself  sometimes  is 
the  manner  of  its  fulfilment.  You  will  not  invariably  be 
the  messenger  of  glad  tidings  from  your  directors  to  your 
clients ;  but  an  unpleasant  communication  need  not  be 
embittered  in  its  effects  by  harshness  in  the  mode  of  its 
delivery.  You  havje  to  intimate,  perhaps,  to  Mr.  Smith, 
that  the  tritling  acconuuodation  applied  for  by  that  gen- 
tleman, and  transmitted  to  the  directors  for  approval,  can- 
not be  granted.  The  fact  very  probably  is,  that  Mr. 
Smith  is  not  trustworthy  for  the  advance,  but  there 
is    no  absolute  necessity   thr.t  you  should    tell    him  so. 
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VVitliout  impu^nini;  liis  credit  to  liis  teetli,  tlic  refusal 
will  be  gallinj,^  enough  to  a  man  of  sjiiif,MiiiU'  disposi- 
tion— and  of  this  description  I  shouUl  say  arc  all  who 
a))])ly  for  impossihlo  advances.  But  perhaps  Mr.  Sinitli 
demands  a  reason  ?  If  he  does,  there  are  certain  well- 
known  excuses — ])rivile<jfed  fictions  (so  to  speak) — always 
at  hand.  It  is  not  *' convenient "  to  make  the*  advance. 
But  that  is  a  fact,  and  no  fiction  :  it  can  never  jump  with 
the  convenience  of  a  bank  to  make  an  advance,  the  re- 
payment of  which  is  more  than  problematical.  Or, 
"  You're  a  stran<]f('r  to  the  directors,  Mr.  Smith,  and  they 
do  not  know  enough  of  your  circumstances  to  warrant 
them  in  making  the  advance."  Another  fact,  and  only 
an  indirect  wa}'',  perhaps,  of  intimating  that  they  do  know 
enough  of  Mr.  Smith's  circumstances  to  wai-rant  them  in 
not  making  it.  Or  again,  "  It  is  your  rule  to  make  no 
advances  without  security."  The  greatest  fact  of  all,  and 
I  should  apprehend  in  most  cases  conclusive.* 

*  The  old-fashioned  rule — and  many  of  tliose  old  fashions  are 
good  to  the  last-^  is,  not  to  give  a  reason  for  refusing  an  advance. 
There  is  a  reason  for  thus  declining  to  give  a  reason.  A  manager 
may  oft'end  a  customer  by  calling  his  standing  in  ([uestion,  he  may 
do  an  endorser  harm  by  questioning  his  sufficiency,  he  may  injure 
an  acceptor  by  objecting  to  his  name,  and  finally  he  may  l>ring 
trouble  on  the  bank  itself,  if  he  bases  the  refusal  on  inability.  Dis- 
cretion is  re<inired  in  this,  as  in  every  other  banking  matter,  but 
it  may  safely  be  said,  that  nothing  requires  more  judgment  than 
stating  a  reason  why  a  discount  is  refused.  The  only  case  where  a 
banker  can  speak  freely  is  that  in  which  he  knows  his  customer's 
l)usiness  thoroughly,  and  ^s  able   to  give  him  contidential  advice. 
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Tills  must  siiflRco  l»y  way  of  introduction.     In  our  next 
we  .shall  proceed  to  business. 


In  such  ii  caso  lio  may  Hafoly  say,  "  I  am  really  doing  you  a  service 
in  declining  the  transaction.  \u\\v  endorser,  I  know,  is  a  man  you 
liad  better  keep  clear  of — or  the  man  you  have  drawn  upon,  I  tell 
you  in  confidence,  is  little  better  than  a  swindler.  Or — in  refusing 
you  money  for  this  speculation,  I  am  acting  as  your  best  friend. 

One  thing,  however,  a  bank  manager  should  remember.  Ho  is 
not  bound  to  speak — but  if  lie  does  speak,  he  is  bound  to  speak 
the  truth.  The  foundation  of  banking  is  contidence,  and  cimlidence 
rests  o\\  mutual  hoTiour.  Young  bankers  should  beware  of  accjuiring 
}i  character  for  deceit. 

An  old  discount-clerk  of  the  Bank  of  Upper  Canada  had  a  hu- 
numms  way  of  ([uieting  the  complaints  of  those  to  whom  ho  handed 
back  paper  when  refused  V)y  the  Board  :  "  You  can't  coiiiplain," 
said  he,  "  if  yon  <)ct  back  ijour  oirti  /" 
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THE  PERMANENTLY  OVERDRAWN  ACC0T7NT  onJECTIONABLE  ON 
FINANCIAL  GROUNDS — ITS  OPERATION  IN  THE  CASE  OF  AN 
INDEBTED    TRADER. 

t§N  a  eerbiin  letter,  to  which  I  shall  have  occasion 
f'oquently  to  refer  in  the  course  of  this  correspoti- 
Uonce,  you  desire  to  be  informed,  amongst  other 
things,  what  objection,  financial  or  otherwise, 
should  exist  to  your  customer,  Mr.  Timms,  the  grocer, 
being  allowed  .an  overdraft  upon  his  account  to  the 
amount    of   one    thousand   pounds,  —  the     transactions 
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*  To  understand  this  chapter  it  should  bo  remembered  that  in  the 
North  of  England  (from  whence  the  experience  of  the  writer  is 
evidently  drawn)  bankers  are  accustomed  to  make  loans  by  per- 
mitting an  overdraft  on  current  account.  The  same  transaction  in 
Canada  would  be  arranged  by  placing  to  a  customer's  credit  the 
proceeds  of  a  promissory  note.  This,  too,  is  generally  the  method 
adopted  in  London.  The  custom  of  overdrawing  a  current  account 
to  a  certain  amount  by  arrangement  regularly  made,  and  on  giving 
security,  has  long  prevailed  in  Scotland,  under  the  name  of  "  cash 
credits,"  and  in  some  exceptional  cases  has  been  also  introduced 
here.  But  the  custom  of  discounting  promissory  notes  has  two  im- 
portant advantages.  It  fixes  a  period  for  the  termination  of  the 
loan — and  it  makes  it  perfectly  evident   who  is  rosp(»nsiblo  for  the 
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upon  t.ho  acconiit  being  £20,0()0  {mnunlly  (chiirgcal)le 
witli  tlic  full  5h.  per  cent,  commission)  and  the  overdraft 
itself  being  guaranteed  by  parties  fully  responsible  for  the 
amount;  it  being  obvious,  you  add,  that  such  an  account 
returns  to  the  bank  a  gross  profit  of  ten  per  cent,  per 
annuH),  viz.  : — 

Intercast  on  overdraft  £1,000  (say  5  per  cent.)...   £oO 
Commission  on  £20,000,  at  5s.  per  cent 50 

£100 

debt.  The  last  is  no  unimportant  matter.  It  was  on  this  very 
point  that  the  protracted  litigation  between  the  late  Commercial 
Bank  and  the  (»reat  Western  Railway  turned.  The  advances  were 
made  by  overdraft  on  current  account,  and  the  headings  of  the 
ledger  as  made  by  a  clerk,  as  he  carried  on  the  account  from  folio 
to  folio,  were  often  so  indefinite  as  to  leave  room  for  endless  dis- 
pute. Had  the  advances  been  on  promissory  note,  no  possible 
question  could  have  arisen,  for  the  note  would  have  spoken  for 
itself. 

Bankers  in  the  North  of  England, iu  arranging  an  overdraft,  always 
stipulate  for  a  certain  turn  over  in  the  account,  on  which  they 
charge  a.  commission  of  one-eighth  to  one-fourth  per  cent.  And 
prudent  bankers  laso  stipulate  that  the  advance  shall  be  paid  off 
at  least  once  a  year.  In  fact,  they  judge  of  a  customer's  position 
and  safety  by  the  state  of  his  overdraft  from  time  to  time.  If  al- 
ways up  to  the  limit,  he  is  considered  to  be  too  much  stretched, 
and  to  be  watched  accordingly. 

It  should  be  remembered,  too,  that  in  addition  to  advances  by 
way  of  overdraft,  English  and  Scotch  bankers  discount  trade  bills 
for  their  customers.  But  they  must  be  legitimate  trade  bills  ;  any- 
tiiiiig  of  the  nature  of  an  accommodation  bill  being  considered  little 
better  than  a  forgery. 
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I  must,  at  staiting,  do  you  the  justice  to  admit  that  you 
do  not  stand  alone  in  your  views  on  this  matter.  Oii  tlie 
contrary,  I  will  admit  that  "highly  operative  accounts" 
that  may  be  secured  by  allowing  overdrafts  upon  them, 
appeal  strongly  to  the  feelings  of  l)ranch  managers  in 
general.  Your  views,  moreover,  are  cordially  shared  by 
that  large  section  of  the  public  who,  sometime  in  their 
lives,  find  an  overdraft  a  convenience  or  a  necessity,  and 
who  appear  to  have  come  into  the  world,  and  promise  to 
go  out  of  it,  with  the  idea  that  a  banker's  capacities  of 
lending  are  altogether  indefinite,  and  sincerely  believe 
that  the  refusal  of  an  advance,  on  a  general  princi[)le,  is 
blindly  to  throw  business  away. 

The  ambition  to  do  business — to  see  the  volume  of 
operations  upon  accounts  current  swelling  to  a  stupendous 
total,  and  to  tax  this  total  with  a  full  quarter  per  cent, 
commission,  and  carry  the  result  to  the  credit  of  profit 
and  loss,  and  to  one's  own  credit  as  well,  is,  I  confess,  a 
strong  temptation,  and  therefore  figures  rather  frequently 
amongst  what  may  strictly  be  termed  a  banker's  sins  oi 
commission.  Nay,  more,  there  are  directors  and  chief 
managers  of  banks,  or  there  at  least  have  been,  in  this 
country,  who  hold,  or  have  held,  what  I  believe  to  be  er- 
roneous doctrines  on  this  subject,  and  with  very  lament- 
able results,  as  you  and  I  and  others  in  general  know,  and 
their  co-proprietors  in  {)articular  both  know  and  feel.  I 
beseech  your  patience,  therefore,  whilst  I  endeavour  to  ex- 
plain, as  briefly  as  I  can,  what  I  conceive  to  be  the  nature 
and  operation  of  overdrawn  accounts ;  and   you    will   not 
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be  the  less  disposed  to  listen  to  me,  perhaps,  when  1  state, 
that  I  once  thou<:(ht  with  you  upon  the  subject,  but  have 
had  the  most  convincing  reasons  for  changing  my  opinion. 

And  first,  as  respects  the  very  common  plea  founded 
upon  the  safety  of  the  overdraft.  Undoubtedly  one  of  the 
main  considerations  with  a  banker  when  he  makes  an  ad- 
vance is  the  certainty  of  its  repayment.  I  take  it  for 
granted  that  no  one  in  the  possession  of  his  ordinary 
senses  would  lend  money  without  this  certainty — without 
a  conviction  that  he  would  be  repaid  his  loan  to  the 
uttermost  farthing.  But  with  a  banker  there  is  a  con- 
sideration beyond  and  above  this.  The  safety  of  any  par- 
ticular account  is  one  thing,  and  the  safety  of  his  bank  is 
quite  another  ;  and  it  is  quite  ])ossible  for  a  bank  not  to 
have  an  unsafe  account  on  its  books,  and  yet  to  be  in  an 
extremely  unsafe  position  itself. 

Now,  for  a  bank  to  be  in  a  perfectly  safe  financial  posi- 
tion, it  should  be  able  at  all  times  to  meet  the  demands 
that  may  be  made  upon  it  without  notice  by  its  deposi- 
tors, note  holders,  and  others.  If  its  position  is  such  that 
in  case  of  any  sudden  and  heavy  drain  upon  its  more  ac- 
tive liabilities  it  must  depend  largely  upon  its  overdrawn 
accounts  to  meet  that  di'ain,  then  I  do  not  hesitate  to  as- 
sert that  its  position  is  a  perilous  one. 

It  is  true  that  the  bank  may  have  granted  the  whole 
of  its  overdrafts  on  the  express  understanding  that  they 
might  be  recalled  at  any  time,  and  without  notice.  But 
to  recall  an  overdrawn  account,  and  to  obtain  payment  of 
it,  are  not  exactly  synonymous  operations.     Betwixt  the 
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act  of  recall  and  the  act  of  payment  there  always  lies 
an  uncertain  interval,  extending  over  weeks,  months,  or 
years,  as  the  case  may  be — the  duration  of  the  interval 
being  determined  very  much  by  the  use  the  borrower  has 
made  of  his  overdraft. 

If  he  has  accustomed  himself  to  make  use  of  it  now 
and  then — to  meet  an  accidental  and  temporary  excess  of 
enirafxements  over  his  immediate  means  to  meet  them — 
then  repayment  will  be  speedy,  and  very  much  a  matter 
of  course.  If  he  has  used  it  as  permanent  addition  to  his 
floating  capital,  he  must  await  the  result  of  reducing  the 
more  active  portion  of  his  business  to  a  smaller  compass, 
and  consequently  repayment  will  be  a  more  tardy  process 
than  in  the  former  case.  But  if  he  has  fixed  it  in  his 
trade — in  buildings  or  machinery — in  dead  stock  or  book 
debts  (and  which,  by  the  way,  as  far  as  my  experience 
extends,  is  the  rule  rather  than  the  exception),  then  the 
time  of  repayment  will  be  altogether  indefinite.* 

You  will  remind  me  that  there  are  the  sureties  to  fall 
back  upon  !  Granted.  Granted  also  that  the  sureties 
are  safe  for  the  amount  of  their  liability.      But  this  in 


*  Since  the  above  was  written  there  have  been  three  great  panics 
in  England  and  the  United  States,  and  two  in  Canada.  Bankers 
have  learned  lessons  by  sharp  experience  during  this  period,  and 
amongst  others  that  of  enqniring  rigidly  for  what  purpose  a  loan 
is  wanted.  If  it  is  for  erecting  buildings,  or  buying  machinery, 
they  have  found  that,  however  good  the  names  are,  the  transaction 
will  be  a  bad  one.  Next  to  a  bad  debt,  the  worst  thing  a  banker 
has  to  fear  is  a  lock-up. 
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nowise  proves  their  ahility  to  pay  tlie  overdraft  on  de- 
mand. I  apprehend  that  no  sane  person  puts  his  name 
down  as  surety  for  a  thousand  pounds  who  has  the  re- 
motest idea  that  he  will  ever  have  to  pay  the  money. 
The  natural  consequence  is,  that  a  security  no  more 
thinks  of  providing  for  such  a  liability  than  he  does  for 
paying  off  the  National  Debt.  It  is  the  nature  of  sure- 
ties, therefore,  to  l^e  uniformly  unprepared  to  meet  such 
liabilities. 

Overdrafts  of  a  permanent  character,  then,  are  obvious- 
ly deficient  in  that  first  requisite  of  a  banker's  resources, 
viz.,  immediate  convertibility  into  cash  in  case  of  need. 
An  ordinary  drain  upon  a  bank  whose  business  was 
chiefly  confined  to  the  discount  of  legitimate  business 
bills,  could  be  met  by  simply  contracting  the  volume  of 
its  discounts  ;  but  you  do  not  necessarily  diminish  your 
existing  overdrafts  a  single  pound  by  refusing  to  grant 
fresh  ones.  Or,  if  the  drain  was  too  sudden  and  heavy 
to  be  met  by  a  mere  contraction  of  the  discounts  of  the 
bank,  a  portion  of  its  bills  on  hand  might  be  converted 
into  cash.  In  the  worst  of  times  (October,  1847,  only 
excepted)  good  bills  could  be  re-discounted  at  a  price ; 
but  the  re-discount  of  your  current  account  ledger  is  a 
process,  you  will  confess,  which  would  be  surrounded 
with  difficulties  in  the  easiest  of  times,* 

*  Here  is  indicated  another  advantage  of  the  promissory  note 
over  the  overdraft.  Re-discounting  is  a  most  luidesirable  process  ; 
but  should  a  sharp  emergency  arise,  it  (ronld  be  possible  for  a  bank 
to  obtain  advances  on  the  promissory  notes  in  its  bill  case. 
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And  is  tlie  privile^^c  ot'overdi-awiiig  u  banking  account 
of  such  advantage  to  the  party  possessing  tlie  privilege 
as  is  commonly  believed  ?  Rightly  and  sparingly  used, 
the  privilege  is  doubtless  a  valuable  one,  and  has  carried 
many  an  honest  trader  through  a  difficulty  that  might 
otherwise  have  been  insurmountable.  But  for  one  who 
so  uses  the  privilege  there  are  many  who  misuse  it,  and 
to  their  own  certain  injury  in  the  end. 

Take  a  case  for  example.  Patrick  Twist,  draper,  has  en- 
joyed an  uninterrupted  overdraft  for  so  many  years,as  prac- 
tically to  have  ceased  to  regard  it  as,  a  liability.  It  has,  in 
progress  of  time,  become  as  nuich  jLced  in  his  trade  as  the 
£100  with  which  he  boldly  started  on  his  own  account  ten 
years  ago.  A  fatal  ambition  to  out-draper  all  Huggleton 
has  brought  him  a  large  business,  certainly,  but  it  has  at 
the  same  time  swollen  his  book  debts  to  a  formidable 
amount.  Instead  of  being  in  a  position  to  clear  off  his 
overdraft  on  demand,  therefore,  he  is  at  his  wits'  end  to 
meet  his  current  liabilities.  Not  improbably,  at  the  time 
you  intimate  the  desire  of  your  directors  that  his  over- 
draft be  now  paid  up  or  heavily  reduced,  he  is  on  the  eve 
of  applying  for  its  further  enlargement. 

Now,  were  Twist  addicted,  at  such  a  crisis,  to  looking 
the  length  of  his  yard  measure  before  him,  he  would  see 
the  im[)ossibility  of  gratifying  the  wishes  of  your  direc- 
tors within  any  reasonable  period.  The  amount  of  his 
ovei'draft,  and  much  more,  is  sunk  in  book  debts,  the 
collection  of  which  would  involve  a  world  of  expense, 
loss  and  delay.     His  oljvious  cours(^  therefore,  should  be 
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to  call  his  creditors  together  at  once,  tell  tliein  plainly 
the  position  of  his  affairs,  and  throw  himself  upon  their 
forbearance. 

But  the  first  impulse  in  the  mind  of  Mr.  Twist  is  to 
screen  his  difficulties  from  his  sureties.  He  accordingly 
puts  his  "  travellers "  off  till  next  journey,  on  various 
pleas  ;  and  if  he  has  any  acceptances  to  meet,  he  gets 
them  renewed  if  he  can.  He  thus  places  himself  in  suffi- 
cient funds  to  eff 3ct  such  a  reduction  of  his  overdraft  as 
may  appease  the  demands  of  the  bank  for  a  time.  Thus 
Mr.  Twist  accomplishes  his  First  Act  in  that  well-known 
commercial  piece,  The  Road  to  the  Gazette. 

He  cannot  have  proceeded  very  far  before  he  discovers 
that  the  reduction  of  his  overdraft  has  not  reduced  his 
liabilities,  as  a  whole,  a  single  shilling.  It  has  simply 
altered  their  distribution.  His  friends,  the  travellers,  be- 
gin to  come  round  again  with  harassing  punctuality  ; 
and  if  he  had  difficulty  in  fencing  them  off  the  previous 
journey,  the  difficulty  is  now  enhanced  four-fold — for, 
whilst  their  demands  have  doubled  in  amount,  his  ex- 
cuses for  non-payment  have  lost  half  their  force.  Christ- 
mas is  still  distant  a  few  months.  Twist,  therefore, 
draws  upon  as  many  of  his  debtors  as  will  accept  his 
bills  (and,  if  sorely  pressed,  will  even  draw  upon  an  ima- 
ginary debtor  of  large  amount,  in  the  person  of  his  shop 
boy).  With  these  bills  and  a  sprinkling  of  cash,  backed 
by  promises  of  extended  orders,  payment  in  full  next 
•   ^uney,  and   certain  stereotyped   fictions  touching  the 
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Ijadnoss    of   trade,   and    liis    constantly    onlaigin^   stock, 
Twist  struggles  to  the  end  of  Act  Second. 

Early  in  the  Third,  the  bank  is  again  thundering  at 
his  doors,  and  certain  of  his  renewed  acceptances  are 
rapidly  approaching  maturity.  Still  faithful  to  his  prin- 
ciple of  dealing  with  his  difhculties  as  they  arise,  with- 
out a  thought  for  the  morrow,  sanguine  as  to  his  own 
resources,  and  believing  indefinitely  in  "  luck,"  Twist 
determines  upon  a  vigorous  move.  Accordingly,  in  a 
circular  chiefly  remarkable  for  an  ill-regulated  use  of 
the  pronoun  "which,"  a  discerning  public  is  invited  to 
observe  the  ruinous  i)rices  at  which  Mr.  Twist  is  prepared 
to  sacrifice,  without  reserve,  for  ready  money,  the  whole 
of  his  unparalleled  assortment  of  spring  goods,  just  arrived, 
&c.,  &LC.  The  lovers  of  cheap  bargains,  of  course,  tlock  to 
the  shop,  and  a  sum  is  realized  sutHcient  to  enable  Twist 
to  tide  on,  but  only  towards  accumulating  difhculties,  for 
a  few  weeks  longer. 

A  heavy  creditor,  living  at  a  distance,  exasperated  at 
last  by  repeated  delays,  and  becoming  apprehensive  as  to 
the  safety  of  his  debt,  issues  a  writ.  This  is  by  far  the 
most  formidable  difficulty  poor  Twist  has  had  to  encounter. 
A  mere  "  traveller  "  he  could  manage — the  bank  he  could 
stave  off — an  acceptance  he  could  renew — but  a  writ  ! 
that  is  quite  another  afi'air.  It  inspires  him  with  a  degree 
of  ignorant  terror  that  haunts  his  very  dreams.  By  any 
means,  at  any  sacrifice,  it  must  be  got  rid  of.  Money, 
however,  he  has  none  ;  but,  to  his  inexpressible  relief,  he 
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tiuds  rct'ugu  in  a  coguooU,  svitli  a  total  ignorance  of  its  na- 
ture ;  and  so  terminates  the  Fourth  Act  of  his  career. 

The  writ  has  barely  been  discharged,  when  the  bills 
drawn  by  Twist  upon  his  customers  begin  to  return  upon 
him.  The  bills  were  probably  accepted  on  the  understand- 
ing that  he  was  to  protect  them — the  acceptors  agreeing 
to  pay  their  accounts  without  reference  to  the  bills  at  all. 
His  own  acce])tance,  too — further  renewals  being  now  de- 
nied him — are,  for  the  first  time,  dishonoured.  The  bank, 
taking  alarm,  becomes  urgent ;  creditors  at  a  distance,  not 
finding  their  bills  taken  up  by  return  of  post,  take  alarm 
also.  Thus,  beset  on  all  sides,  an  assignment  for  the  gen- 
eral behoof  is  wruncr  from  him  at  last.  Several  of  the 
creditors,  however,  finding  how  he  has  been  dealing  with 
•his  estate,  decline  coming  in  under  the  assignment ;  and 
so  the  afiair  terminates  in  bankruptcy  and  sixpence  in  the 
pound.* 

*  The  story  of  Patrick  Twist  will  be  recognised  as  having  not  a 
few  counterparts  amongst  ourselves.  We  are  afraid,  however,  that 
the  wholesome  dread  of  a  writ  is  not  so  common  here  as  it  is  in 
England.  Would  that  it  were  !  A  higher  commercial  tone  would 
bring  it  about. 

Acogtiovit  is  e(iuivalent  to  a  confession  of  judgment. 

After  all,  Patrick's  banker  was  a  good  deal  to  blame  for  his 
troubles.  He  appears  to  have  allowed  his  overdraft  to  run  on  for 
years  without  requiring  payment,  and  to  have  nourished  the  de- 
lusive ideas  that  ruined  the  poor  draper  at  last. 

A  man  of  business  can  have  no  worse  enemy  than  an  over-indul- 
gent banker.  On  the  other  hand,  the  best  friend  he  can  have  is  one 
who  will,  while  giving  every  reasonable  facility  for  business,  strictly 
carry  out  sound  principles. 
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Letter  III. 
OVERDRAWN  ACCOUNTS— Continued. 

FURTHER  OBJECTIONS  TO  PERMANENT  OVERDRAFTS — TEMPO- 
RARY OVERDRAFTS  EXPEDIENT  IN  CERTAIN  CASES— PROFITS 
AND  INCIDENCE  OF  OVERDRAFTS. 

^^^HE  story  of  a  draper,  sent  you  in  my  last,  is  not  a 

(IM  K  mere  figment  of  the    imagination.     Of  my   own 

?&jg  knowledge,  the  narrative  is  true  in  the  main  of  half- 

a-dozen  cases  in  one  little  country   town  of  my 

acquaintance. 

I  do  not  mean  to  assert  that  every  one  is  like  Twist,  and 

makes  the  like  improvident  use  of  a  permanent  advance 

from  his  l)anker.    There  are  numerous  instances  of  [)arties, 

who,  starting  with  a  fair  capital  of  their  own,  have  turned 

to  profitable  account  the  additional  capital  procured  by 

them  in  the  form  of  an  overdraft.    Nevertheless,  it  should 

be  borne  steadily  in   mind   that  overdrafts  are  recalled 

almost  invariably  in  a  time  of  monetary  jjressure  and  low 

prices,  and  consequently  at  a  time  when  the  trader  must 

realize  at  a  loss.  The  majority  of  applicants  for  overdrafts 

rarely  think  of  this  ;  thei'efore  you  ought  to  think  for  them, 

and  rather  encounter  their  present  displeasure  than  tlieir 

future  maledictions  ;  because  it  is  nothing  unusual  for  the 

man  to  whom  you  have  unhappily  lent  your  money,  and 

who  has  paid  you  a  trumpery  dividend,  to  turn  round  and 
c 
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cliaiq'(3}'ou  and  your  a<lvances  with  liis  ruin.    I  grant  that, 
undor  all  the  circiinistances,  particularly  if  you  are  smart- 
in<^'  under  the  loss  of  a  thousand  or  two,  such  .an  accusation 
is  peculiarly   intolerable,  the  more  so  because  a  banker 
ordinarily  considers  that  he  confers  a  favour  by  an  over- 
diaft,  and  entitles  himself  rather  to   gratitude  than  to 
abuso  ;  but  as  the  ingratitude  of  insolvent  debtors  does  not 
fall  strictly  within  the  scope  of  my  present  subject,!  pass  on. 
And  how,  think  you,  that  very  important  class  of  your 
customers — those  who  conduct  their  business  with  a  capi- 
tal of  their  own,  and  whose  banking  accounts  always  show 
a  balance  in  their  favour — how,  think  you,  do  they  relish 
an  upstart  being  thrust  into  business  by  means  of  the  over- 
drafts you  allow  him  out  of  their  deposits  ?     It  is  neither 
a  fair  nor  a  courteous  answer  to  reply,  that  it  is  none  of 
their  business,  provided  they  get  their  interest  upon  the 
de[)Osits,  and  may  have  the  deposits  themselves  when  they 
choose  to  call  for  them.  I  think  they  have  a  right  to  com- 
plain if  competitors  in  trade  are  raised  up  against  them  by 
means  of  undue  facilities,  and  their  business  by  conse- 
quence reduced  both  in  extent  and  profit.    I  know  that  it 
is  often  asked,  by  way  of  rejoinder  to  this,  how  the  man 
who  has  to  pay  for  his  capital  can  undersell  the  man  who 
is  working  with  his  own  ?    But  Twist  did,  and  thousands 
do  ;  for  Twist,  with  all  his  ignorance  of  many  things,  saw 
very  clearly  this,  that  his  only  chance  against  his  long- 
established  competitors,  was  to  drive  "  a  roaring  trade"  on 
the  principle  of  "  small  profits  and  (juick  returns."     He 
argued,  shrewdly  enough,  that  twenty  shillings  are  as  good 
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as  a  pound  ;  and,  tlierefore,  that  twenty  transactions,  which 
realized  a,  ])rotit  of  a  shilling  eac*h,  were  as  good  as  one 
which  realized  a  pound. 

You  will  tell  nie,  perhai)s,  that  a  man — leaving  Twist 
aside — who  uses  other  people's  money,  will  be  more  cau- 
tious how  he  lays  it  out  (not  knowing  when  he  may  be 
called  upon  to  repay  it)  than  if  it  were  his  own.  This  may 
be  the  case  with  some,  but  I  suspect  that  in  the  main  the 
contrary  is  the  fact.     A  man  who  has  worked  for,  and 
acquired  his  capital  by   laborious  industry,  will  have  a 
truer  ap})reciation  of  its  worth,  and  will  be  more  cautious 
how  he  disposes  of  it,  than  the  man  will  who  borrows  his 
capital  for  the  |)urpose   of  speculation  merely.     It  is  too 
much  the  case,  moreover,  for  the  parties  to  regard  an  ad- 
vance from  a  joint-stock  bank,  or  any  i^abllc  body,  in  a 
light  ditfe rent  from  that  in  which  they  would  regard  money 
borrowed  from  an  individual.    "  To  an  individual,  the  loss 
of  the   money  would  be  ruin  " — so  runs  the  argument — 
"  but  to  a  joint-stock  bank,  you  know,  it  is  only  so  nuich 
to  each  pro[)rietor — a  mere  tritie,  which  he  will  never  feel." 
And  the  argument  does  not  always  stop  here,  })articularly 
with  your  "  fast "  men.     Banking,  they  will  tell  you,  is  a 
trade,  and  interest  and  commission  simply  the  premium 
for  which  the  shareholders,  or  the  directors  for  them,  un- 
derwrite the   risks  which  they  undertake.     Advances   to 
gentry  of  this  description,  are  what  all  prudent  branch 
managers  will  regard  as  "  doubly  hazardous."    I  was  once 
told  by  a  customer,  through  whom  we  lost  upwards  of 
j£l,000,  a  man  of  fair  intelligence  and  average  honesty, 
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that  we  needn't  he  so  very  Hava<^e  with  him  ;  i'or,  it"  wo 
would  add  to^^ether  the  interest  and  commission  chai'ged 
upon  his  account  for  the  last  seven  years,  we  should  find 
that  we  had  lost  by  him  little  or  nothing! 

An  overdraft,  if  granted  at  all,  should  be  teinporaru  only, 
limited  in  anntunt  and  duration  by  the  occasion  which  it 
is  re((uired  to  meet;  and  there  is  no  trade  or  business, 
howev(;r  well  conducted,  or  whatever  the  amount  of  caj)ital 
employed,  in  the  coui'se  ol'  which  such  occasions  may  not 
arise.  The  detention  of  a  ship,  for  example — the  non-ar- 
rival of  a  mail— the  miscarriage  (^f  a  letter,  and  other  such 
misliaps,  are  clearly  occasions  for  the  interposition  of  the 
banker  with  a  timely  advantage.  So  likewise  when  the 
farmer  is  auy-mentiny;  his  live-stock,  before  he  has  brought 
his  crops  to  market :  or  when  the  manufacturer  is  enlarg- 
ing his  stocks  in  anticipation  of  the  spring  or  winter 
demand  :  or  when  the  retail  dealer  is  laying  in  his  supplies 
for  any  one  of  the  four  seasons — the  banker  is  justified  in 
aiding  such  operations  to  a  moderate  extent.  The  draper 
who  goes  to  maikot  with  £750  of  his  own,  we  shall  say,  to 
lay  in  his  winter  stock,  but  extends  his  purchases  to 
£1,()()(),  might  not  unreasonalily  draw  upon  his  banker  for 
the  Olid  £250.  So  of  the  farmer  ;  and  so  also  of  the  manu- 
facturer, and  all  others,  in  proportion  to  their  known  means, 
the  magnitude  of  their  transactions, their  habits  of  business, 
and  the  circumstances  of  the  case.  If  these  four  ])oints 
are  intimately  known  to  you,  you  will  rarely  make  an 
imprudent  advance ;  if  they  are  not  known  to  you,  you 
will  rarely  make  a  wise  one. 
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You  will  toll  in«>  tlint  men  of  iinil(>nl»t<'(l  imcmiim,  luirl, 
cliJiracter,  and  extensive  Imsiness,  would  not  sulnuit  to  the 
cateehisinfif  nocessary  to  infoi'in  you  on  the  ])oints  sug^ 
gested  ;  and  that  .sometinieK  the  first  intimation  you  liave 
of  an  ov'fii'draft  beinff  reriiv!--d  is  the  presentment  of  the 
eheque  which  creates  it,  and  that  consefjucntly  your  only 
course  is  to  honour  the  cheque:  or  lost^  the  account. 

No  doul)t  there  are  pfv^ple  in  the  worM  of  excellent 
means  and  imperfect  understanding,  whose  notions  re- 
garding the  extent  to  which  they  may  overdraw  their  ac- 
counts with  impunity  are  governed  by  no  fixed  principle, 
even  in  their  own  minds,  and  who  would  treat  the  dis- 
honour of  their  che([ue  as  an  unpardonable  affroTit,  or  an 
enquiry  into  the  probable  period  of  its  repayment  as  an 
incredible  impertinence.  It  might  Ix;  wise  to  humour 
such  men  to  a  moderate  extent,  if  their  known  character 
and  means  are  perfectly  undoubted,  and  you  hnovj  that 
the  overdraft  is  either  accidental  or  temporary  ;  but  if  you 
do  not  know  this,  and  you  honour  the  cheipie,  you  sliould 
instantly  honour  its  drawer  with  a  note  or  call  upon  the 
subject. 

If  your  respectful  statement  of  the  rules  by  which  you 
are  compelled  to  act  is  treated  with  scorn — if  your  calm 
but  firm  persistence  in  the  propriety  of  your  course  is  lis- 
tened to  with  impatience,  and  the  account  closed  in  a 
storm  of  indignation — you  will  at  least  have  the  consola- 
tion of  reflecting  that  you   liave   done  your  duty,  and 

that  Mr. is    a    most   unreasonable    and    violent 

person. 
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But  there  is  a  class  of  customers  of  a  different  stamp, 
whose  accounts  have  also  a  lively  tendency  to  become 
overdrawn,  and  who  will  trespass  upon  your  indulgence, 
not  to  the  extent  of  their  means,  which  would  be  of  easy 
estimate,  but  to  the  extent  of  their  audacity,  which  is  in- 
calculable. In  dealing  with  such  people  you  cannot  too 
promptly  act  on  the  offensive.  Do  not  calculate  on  their 
forbearance.  So  long  as  you  will  permit  them  they  will 
draw.  Refuse  their  first  chefpie,  therefore,  when  they 
draw  in  excess ;  for  your  only  chance  against  their 
style  of  play  is  instant  checkmate.  Of  course  they 
bluster,  and  threaten  and  bully  ;  but  these  modern  Pistols, 
these  "  fustian  rascals,"  are  not  deserving  of  serious  no- 
tice. Their  wildest,  and,  as  they  believe,  their  most  with- 
ering threat,  is  the  immediate  withdrawal  of  their  ac- 
counts to  other  establishments — a  calamity  which  you 
will  be  able  to  contemplate,  I  trust,  with  tolerable  resigna- 
tion and  serenity  of  mind. 

The  case  which  you  have  supposed,  however,  or  rather 
which  I  have  supposed  for  you,  of  parties  seeking  to  over- 
draw their  accounts  without  a  previous  understanding 
with  you  to  that  effect,  is  an  exceptional  one.  The  ma- 
jority of  business  men  have  character  and  credit  to  lose, 
and  will  not  readily  peril  both  by  passing  an  untimely 
draft  that  may  be  returned  upon  them  with  the  ignomi- 
nious inscription, — "No  funds." 

And  the  majority  of  men  in  business  will  also  under- 
stand and  appreciate  your  objections,  on  principle,  to 
steadily  overdrawn  accounts ;  or,  at   \\\\   events,  you  will 
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tiiid  no  fOfreat  ditiicultv  in  exi)]aininLr  and  vitidicatini^ 
yonr  objections  to  such  advances.  But  if  your  customers 
understand  neither  from  their  own  knowledpre  of  business, 
nor  can  be  made  to  understand  throu^di  tlie  medium  of 
yours,  wh}^  you  object  to  allowing  any  account  whatever 
to  be  |)ermanently  overdrawn,  you  have  always  a  powerful 
practical  demonstration  at  command.  Yon  can  refuse  the 
advance,  and  so  clinch  your  argument  to  the  compre- 
hension, I  should  suppose,  of  the    meanest  capacity. 

And  watch  well  the  temj)orary  advances  upon  open  ac- 
count which  you  may,  from  time  time,  see  fit  to  sanction. 
Record  the  date  of  their  promised  repayment,  and  see  to 
the  punctual  fulfilment  of  the  promise.  Laxity  in  this 
respect  is  contagious.  Be  careless  on  your  part  in  the  ex- 
action of  such  engagements,  and  rely  u])on  it  your  cus- 
tomers will  not  be  slow  to  profit  by  your  example. 
Promise,  recollect,  is  effected  by  mere  words  ;  performance 
by  act  and  deed.  The  world  is  full  of  the  one,  and  lament- 
ably deficient,  I  regret  to  add,  of  the  other.  Beware, 
then,  of  allowing  your  clients  to  conclude  that  they  may 
obtain  advances  on  the  strength  of  ])romises  which  they 
may  never  be  called  upon  to  perform ;  otherwise  your 
temporary  advances  will  require  no  lengthened  space  of 
time  to  become  fixtures  in  more  senses  than  one. 

And  now  to  revert  to,  I  think,  your  only  unanswerable 
plea — the  apparent  profit  deiivable  from  a  permanentl}' 
overdrawn  account.  I  think  the  examjjle  you  quote  is 
hardly  a  fair  one,  if  I  am  to  regard  it  as  an  average.  If  I 
mistake  not,  the  usual  calculation  is,  that  the  operations 
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upon  an  account  Wcirrant  an  overdraft  to  the  extent  of 
one-tenth  their  amount,  or  one-half  the  amount  you 
promise  on  behalf  of  your  friend  Mr.  Timms.  But  I  will 
take  your  estimate  as  the  correct  one,  and  Mr.  Timms,  in 
consideration  of  your  lending  him  £1,000,  shall  turn  over 
upon  his  account  £20,000  annually. 

Now,  if  a  party  were  to  stipulate  for  an  occasional  ad- 
vance upon  his  account  to  the  same  amount,  but  only  for 
three  months  in  the  year,  I  presume  that  you  would  con- 
sider him  bound  to  turn  over  in  his  account,  at  the  very 
least,  £5,000  in  the  twelve  months.  I  believe  that  your 
stipulated  figure  would  be  something  considerably  higher, 
but  take  it  at  this.  If,  then,  with  a  thousand  pounds  ad- 
vanced to  fovir  parties  in  succession  in  the  course  of  the 
year,  you  secure  four  different  accounts,  the  aggregate 
operations  upon  which  would  be  £20,000  annually,  Jt  is 
obvious  that  in  this  way  you  lay  j^our  money  out  to  as 
great  advantage  in  point  of  profit  as  if  you  advanced  the 
money  in  permanence  to  Mr.  Timms. 

You  will  argue,  perhaps,  that  all  four  might  require 
each  his  thousand  at  the  same  time,  and  consequently 
that  a  sum  of  £4,000  would  be  required  to  effect  the 
operations.  Then  do  not  so  arrange.  The  acceptance  or 
rejection  of  aii  overdraft  is  entirely  in  your  own  hands, 
and  ought  in  some  measure  to  be  governed  by  your  con- 
venience. If  those  accounts  which  are  drawn  upon  most 
heavily  during  the  autumn  months,  for  example,  are  al- 
ready numerous  enough  for  the  state  of  your  finances,  take 
no  more  engagements  for  that  season.     But  if  your  sprint 
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or  winter  cnga(^emerits  are  conipai'atively  lii^ht,  an  acces- 
sion to  their  jimount  (always,  however,  with  a  steady  eye 
to  your  general  instructions  from  head-quarters)  might  be 
worth  your  consideration,  with  the  view  of  giving  a  bet- 
ter balance  to  your  financial  position,  and  a  more  equable 
movement  to  the  general  course  of  your  business. 

But  this  is  fencing  with  a  shadow.  It  is  not  j)roba- 
ble — the  probabilities  run  quite  against  the  supposition — 
that  in  the  ordinary  course  of  things  all  men  re(juire  ad- 
vances at  the  same  period  of  time.  As  the  manufacturei" 
sells,  the  trader  buys  ;  as  the  farmer  sells,  rents  are  dis- 
charged ;  as  the  trader  sells,  the  manufacturer  is  paid,  and 
so  on — one  series  of  accounts  being  in  process  of  reduction 
whilst  another  is  in  course  of  ex[)ansion — the  fall  and  the 
rise,  in  the  long  run,  pretty  nearly  counterbalancing 
each  other. 

And  there  is  another  point  worthy  your  best  attention 
before  we  dismiss  the  suVjiject,  as  distinguishing  the  t(;ni- 
porary  advance  from  the  ]K3rmanent  loan.  I  wiil  take 
the  average  duration  of  permanent  overdrafts  at  the  mo- 
derate period  of  three  years  ;  and  I  will  contrast  the 
£1,000  thus  advanced  to  an  individual  with  a  like  amount 
advanced  every  three  months  to  a  succession  of  indivi- 
duals. By  the  one  process  it  is  obvious  that  y<>^i  assist 
one  man  only  to  the  extent  of  ,£1,0()()  for  three  years, 
whereas  l)y  the  other  you  assist  a  dozen  men  to  the  ex- 
tent of  £1,()()0  each  within  the  period.  In  other  woi'ds, 
by  means  of  that  amount  of  your  ca|)ital  which  you  can 
with  safety  invest   in    temporary    advances    upon    open 
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accouTit,  you  can  effect  as  much  fur  the  body  of  your  cus- 
tomers, and  the  trade  of  your  district,  in  a  single  month 
as  you  could  effect  in  a  wliole  year  by  means  of  perma- 
nent overdrafts — just  as  a  quantity  of  guano  deposited 
uj)on  certain  square  yards  of  ground  will  cause  a  rank 
and  unhealthy  vegetation  over  the  particular  spot,  whilst 
all  around  it  is  left  in  sterility  ;  whereas  the  same  quan- 
tity, by  judicious  scattering  over  a  wider  surface,  will 
])roduce  tenfold,  and  a  healthier  crop  to  boot.  And  what- 
ever tends  to  stinmlate  healthily  the  trade  of  Huggleton 
cannot  fail  to  stimulate  the  profits  of  your  branch,  for  a 
growing  trade  is  accompanied  by  enlarged  opervations  and 
augmented  profits  ;  the  one  result  giving  increased  acti- 
vity to  your  accounts,  the  other  tending  to  swell  the 
aggregate  of  your  deposits.* 

*  Canadian  bankers,  after  having  placed  the  proceeds  of  promis- 
sory notes  to  a  customer's  credit,  are  not  unfrequently  annoyed  by 
the  presentation  of  checiues  which  overdraw  the  account.  Few 
things  are  more  unbusiness-like,  and  no  man  has  a  right  to  com- 
plain of  the  return  of  a  cheque  under  such  circumstances.  If  a 
banker  agrees  to  advance  $1,000,  to  draw  for  more  is  simply  an 
attempt  to  borrow  without  notice  and  without  leave.  Still  more 
impertinent  is  it  to  overdraw  a  deposit  account,  when  no  arrange- 
ment has  been  made  for  a  loan  at  all.  Bankers  in  Canada,  as  else- 
where, are  generally  ready  to  meet  their  customers'  views  in  the 
way  of  advances,  but  to  attempt  to  borrow  money  without  the 
lender's  consent  is  too  sharp  a  trial  of  patience.  The  plea  of  "  not 
being  aware  "  of  the  state  of  the  account  is  the  very  last  that  a  man 
of  business  should  make,  or,  in  fact,  any  one  who  keeps  a  banking 
accoinit  at  all. 
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To  Slim  np:  the  permanent  ovenlraft  is  inconvertible 
in  case  of  need,  and  therefore  ineligible  as  a  banking 
asset;  it  is,  generally  speaking,  an  unwholesome  prop  to 
the  trader  who  requires  it ;  it  intlicU  injury,  indirectly 
upon  the  trader  whose  capital  renders  him  independent 
of  It;  It  is  not  more  profitable  than  the  temporary  ad- 
vance; and  it  prevents  the  l,anker  from  givino-  that  leH- 
tnnate  assistance  to  the  monetary  wants  of  lii.s  district 
which  he  otherwise  might  atlbrd. 


LET'rEK    IV. 

DISCOUNTS. 


THE  MEANS  AND  RESPECTABILITY  OF  OliLKJANTS  ON  BILLS  A 
PRIMARY  CONSIDERATION — A  CUSTOMER'S  ACCOUNT  A  CLUE 
TO   HIS    FINANCIAL   MEANS    AND   POSITION. 

iHEN    y.       friends,    Messrs.    Potts    &   Co.,  the 
paper   manufacturers,    offer    for   discount  their 

J^  drait  fo"  ^2"^'^  13s.  4d.,  at months'  date,  on 

Booker  &  Co.,  of  Birmingham,  wholesale  sta- 
tioners, they  tender  you  a  document  rather  prolific  of 
suggestion  to  the  mind  of  a  banker,  however  unpro- 
mising the  subject  may  appear  to  the  general  reader. 

Whilst  you  are  figuring  the  bill,  then,  with  a  grave 
countenance,  ostensibly  bent  on  inquiry  as  to  the  validity 
of  the  stamp,  the  regularity  of  the  endorsements,  the  ab- 
sence of  erasures,  and  other  points  essential  to  the  legal 
accuracy  of  the  bill^  you  will  be  revolving  in  your  mind, 
no  doubt,  considerations  of  graver  weight  and  impor- 
tance. 

I  shall  take  it  foi-  granted  that  it  is  convenient  for  you 
to  discount  a  bill  for  the  amount ;  and,  consequently,  that 
the  bank  measure  of  1844,  commonly  called  Peel's  Act,  is, 
for  the  time,  inoperative.     In  monetary  phrase,  then,  j'^ou 
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are  "open"  for  discounts — the  offer  of  a  few  good  Mils 
would  be  rather  acceptable  to  you  than  otherwise. 

This  settled,  the  question  that  will  naturally  arise  next 
is — whether  the  bill  now  offered  you  is  a  safe  one  ?  And 
in  determining  this  point,  it  is  not  alwa3\s  enough  that 
the  world  at  large,  yourself  included,  should  have  a  high 
()})inion  of  the  means  and  character  of  the  drawers.  Very 
high  opinions,  indeed,  were  entertainetl,  up  to  the  last 
moment,  of  certain  firms  in  England,  who  have  of  late  re- 
paid the  misplaced  confidence  of  bankers  and  the  public 
after  a  fashion  that  should  be  instructive, — the  dividends 
upon  their  estates  very  generally  bearing  an  inverse  ratio 
to  the  degree  of  confidence  placed  in  them. 

Your  opinion  of  parties,  therefore,  should  be  subject  to 
frequent  revision  ;  because,  for  one  reason,  incidental  re- 
verses are  constantly  arising,which,  although  too  slight  to 
affect  our  commerce  as  a  whole,  may  nevertheless  bring 
disaster  and  ruin  to  particular  branches  of  industry.  You 
are  not  justified,  therefore,  in  awaiting  the  advent  of  a 
general  panic,  before  (mentally  at  least)  you  commence  a 
review  of  your  Character  Book  :  otherwise  you  may  find 
a  few  of  your  friends  in  the  Gazette,  before  you  have 
passed  your  ]3en  through  records  touchhig  their  wealth 
and  responsibility  of  the  wildest  description. 

Now,  one  of  the  best  practical  guides  to  the  progi-ess  a 
party  is  making  in  the  world,  is  his  banking  account.  To 
the  uninitiated,  the  account,  as  it  appears  in  your  ledger,  is 
an  aggregation  of  figures,  which,  if  it  gives  rise  to  an  idea 
nt  all,  is  painfully  suggestive  of  the  processes  of  nudtiuli-. 
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cation  and  adilitioii.  All  the  sense  or  English  they  dis- 
cover in  it  is  an  endless  repetition  of  the  terms  By  and  To 
cash,  l)ills,  or  dis(;onnt,  as  the  case  may  be.  The  columns 
headed  "  Balance,"  "  Days,"  "  Interest,"  with  their  dense 
legions  of  figures,  are  mysteries  t<^  the  mass,  which  they 
would  rather  take  for  granted  than  seek  to  fathom.  But 
to  the  eye  of  the  banker,  this  same  account,  habitually 
and  carefully  [)ursued,  exhibits  a  man's  financial  his- 
tory. 

A's  an  illustration  of  this,  refer  to  the  account  of  Philip 
Barnes,  in  your  books  for  the  years  1884-9. 

Philip,  I  have  heard  you  state,  started  in  business  in 
1 834,  with  a  capital  of  £5,000  ;  and  for  the  first  year  or 
two  drove  a  cautious  trade,  limiting  himself,  as  your 
books  will  show,  pretty  much  to  his  own  means.  But  in 
the  third  year,  Philip,  becoming  ambitious,  began  to  "ex- 
tend ;  "  became  still  more  extended  in  the  fourth  ;  and  in 
the  tifth  year  (''39),  reached  such  a  degree  of  inflation  that 
ex[)losi()n  became  inevritable. 

The  considerable  balance  which  stood  at  his  credit  dur- 
ing the  whole  of  the  first  two  years  became  diminished, 
you  will  see,  in  the  third,  disappears  totally  in  the  course 
of  the  fourth,  and  in  the  fifth  is  replaced  by  a  balance 
against  him.  Refer  now  to  his  bill  account  for  the  same 
period,  and  you  will  fi)id  a  progressive  and  startling  in- 
crease in  the  amount  of  his  bills  under  discount.  Look, 
linally,  at  the  debit  side  of  his  account  for  the  total  of  his 
acceptances  retired  (a  tolerably  correct  index  of  the  credit 
he  is  obtaining  from  the  public),  and  you  will  find  that 
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they  also  have  sharetl  in  the  j^enenil    tcndoncv  of  Pliilip's 
att'airs  towards  expansion. 

You  find,  in  fact,  that  in  the  summer  of  18.S}),  wlien  the 
Directors  first  took  ahirm,  he  had  got  to  tliat  point  at 
which  they  had  to  choose  betwixt  "carrying  him  through," 
or  letting  him  drop  ; — either  they  must  continne  to  dis- 
count his  bills,  to  enable  him  to  meet  his  acceptances,  or 
his  acceptances  must  go  to  dishonour,  and  he  to  the  Gazette. 
They  (;hose  the  former,  and,  as  far  as  their  information 
went,  the  wiser  alternative  of  the  two ;  but  as  matters 
ultimately  turned  out,  an  unfortunate  one. 

Now,  the  fault  here  lay,  not  so  much  with  the  directors 

as  with  W ,  the  Manager  at  Huggleton  for  the  time 

being.  It  was  his  duty  to  have  foreseen  the  dangers  into 
which  Barnes  was  hurrying,  and  to  have  acted  accordingly 

and  if  W had   watched  the  account   with  ordinary 

vigilance  or  judgment,  his  suspicions  would  have  been 
aroused  long  before  Barnes  got  into  that  involved  condi- 
tion, from  which  extrication  became  im[)0ssible. 

The  enormously   increased  activity  of  the  account,  an 
increase  in  the  pro])ortion  (^f  five  to   one,  ought  first  to 
have  suggested  to  your  predecessor  the  propriety  of  look- 
ing to  the  state  of  Barnes's  liahilities ;  and  finding  them 
augmented   in  an  equal  ratio,  he  ought  to   have  become 
doubly  cautious,  at  least  as  to  their  character  and  safety. 
The  bills  dravvn  by  Barnes  u[)on  Wiggles  &   Co.,  for  ex- 
ample, ought  at  once  to  have  challenged  attention.     True, 
Wiggles  &  Co.  were  in  a  trade  which  it  was  the  V)usiness 
of  Barnes  to  supply  ;  and  you  will  see  that  liis  bills  upon 
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that  firm,  at  fird,  averngeil  such  an  amount  as  might 
legitimately  arise  in  the  eourse  of  business  : — from  £3()0to 
£')()() :  whereas  towards  the  end  of  the  account  these  V)ills 
have  risen  to  the  monstrous  sum  of  iI3,()()().  But  even  if 
the  sum  itself  had  failed  to  raise  a  doubt  as  to  the  legi- 
timacy of  these  bills,  the  singular  regularity  with  which, 
for  a  lengthened  period,  one  of  them  is  discounted  a  few 
days  before  another  of  similar  amount  is  becoming  due, 

ought  to  have  opened  W 's  eyes  to  the  fact,  which 

was  staring  him  in  the  face — that  the  paper  u})()n  Wiggles 
&  Co.  was  being  kej)t  afloat  by  a  series  of  reneivals.  To 
render  the  case,  as  far  as  your  predecessor  is  concerned, 
altogether  inexcusa.ble,  there  will  be  found,  amongst  the 
bills  retired  by  Barnes  through  his  account,  a  series  of  his 
acceptances  to  Wiggles  &  Co. — clearly  indicating  the  ex- 
istence of  cross  jxipcr  betwixt  the  parties.  That  is  to  say, 
whilst  Barnes  at  Huggleton  was  bolstering  up  his  credit 
by  drafts  upon  Wiggles  &  Co.,  they,  in  their  turn,were  im- 
posing upon  their  bankers  by  drafts  upon  Mr.  Philip 
Barnes.  Now,  it  appears  to  me  that  it  required  no  extra- 
ordinary degree  of  sagacity  to  have  read  from  these  cir- 
cumstances, exhibited  on  the  very  face  of  Barnes's  account, 
the  actual  fact  that  Barnes  and  the  Wiggleses  were  en- 
gaged in  some  speculation  altogether  extraneous  to  their 
legitimate  business, — as  the  result  showed  rather  forcibly 
in  the  end  to  those  interested  in  the  respective  estates. 

But  a]:)art  from  these  very  glaring  fjicts,  there  were 
others  equally  indicative,  to  a  shrewd  obsei'ver,  of  the  ir- 
regular and    dangerous   course    into    which    Barnes  ha^ 
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|>hni^'e<l.  Refer  to  the  aecouiit  again.  On  January  5, 
1(S;U),  you  will  Hnd  a  debit  of  extraordinary  magnitudt^: — 
"  To  A.  B.,  £1,500."  Now,  seeing  that  the  other  debits  in 
tlie  account  average  about  £150  each,  the  debit  in  ((ues- 
tion  might  have  suggested,  and  would  fairly  have  justified 
the  inference,  that  it  did  not  arise,  at  all  events,  out  of  the 
rejjular  course  of  Mr.  Barnes's  business  :  and  the  truth 
was  that  it  did  not.  It  was  found  to  represent  an  invest- 
ment by  Barnes  in  a  certain  mining  company,  winch  ho 
and   his  co-adventurers  fondly  believed    would  })rove  a 

second  Wheal  ,  and  which  ended,  as  nine-tenths  of 

%ch  schemes  do,  in  the  impoverishment  or  ruin  of  all  con- 
cerned. 

It  might  also  have  struck  your  predecessor,  looking  to 
Mr.  Barnes's  account,  that  his  bills  latterly  were  paid  in 
either  the  very  day  they  were  drawn,  or  as  soon  as  they 
could  by  possibility  reach  his  hands  accepted — an  infalli- 
ble sign  of  restricted  means  on  the  part  of  the  drawer, 
which  you  will  do  well  to  note.  Now,  in  the  earlier 
stages  of  the  account,  the  bills,  you  will  see,  were  paid  in 
at  all  dates, — Barnes,  fi'om  his  then  easy  and  unembarrass- 
ed position,  being  enabled  to  keep  them  by  him,  some- 
times for  a  month  or  two,  before  he  passed  them  to  his 
account,  or  had  occasion  to  discount  them. 

It  is  likewise  observable  throughout  the  lattr-.  [art  of 
the  account,  that  many  of  Barnes's  drafts  upon  his  cus- 
tomers were  dishonoured.  The  entry,  "  To 's  accept- 
ance and  ckargps,"  recurs  with  a  fre([uency  sufficient  to 
have  warranted  the  suspicion  that,  in  extending  his  busi- 
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ness,  Mr.  Barnes  liii<l  cxeiviscd,  to  say  tliu  least,  an  unfor- 
tnnat(!  selection  of  customers.  An  acceptance  will  be  dis- 
honouretl  sonietinies  through  slieer  accident;  l>ut  no  con- 
ceivaltle  amount  of  lilundering  will  explain  satisfactorily 
the  nundier  of  dishonoured  hills  [)assed  to  the  account, 
durini;  the  tirst  live  months  of  \H:V.).  The;  rule  with  Mr. 
Barnes's  customers  would  ap[»ear  to  have  been  to  dishonour 
their  bills — the  exception,  to  meet  them. 

Finally,  I  would   draw  attention   to   the    fa<.'t  that  the 
Tdtes  of  discount  levied  latterly  upon  Barnes's  bills  were 
exorbitant,  as  com[)ared  with  the  prevailing  rates  of  the 
day.     I  infer  from  that,  that  upon  this  point  he  had  be- 
come  indifferent — a  deadly   symptom  of  incipient  insol- 
vency.    When   the   custcmier   becomes  ref,^irdless  of  the 
interest  on   his  account,  let  the  banker  look  well  to  the 
principal.     No  man  doing  a  business  which  renders  him 
largely  dependent  upon  procuring  discounts  can  well  be- 
come indifferent   to  the  rates  of  discount,  until   he  has 
reached  that  point  when  the  cpiestion  with  him  is  not  one 
of  discount  and   connnission,  but  of  mercantile  existence. 
When  a  man  asks  you,  therefore,  in  ordinary    times,  to 
discount  certain  bills  for  him,  and  to  "  charge  what  you 
like,"  be  sure  he  is  tempting  you,  by  a  higher  premium 
than  ordinary,  to  a  more  than  ordinary  risk.     I  believe  I 
entertain    as    hearty    a   dislike   to    the    whole    tribe    of 
"  screws  "  as  I  have  heard  you  frequently  and  vigorously 
express  ; .  but  better  endure  a  half-hour's  huxteiing  over 
the  discount  on  a  good  bill,  than  a  M-hole  year's  remorse 
uver  the  lost  principal  of  it  luid  one. 
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DISCOUNTS— C(?//^i/a<c'(/. 

THE  HAIUTS  OF  A  TIlADKll  TO  HK  (ONSIDKUKD— BUT  AN 
INSPECTION  OF  HIS  HOOKS  THE  ONLY  SUKH  INDEX  TO 
HIS   ACTUAL  POSITION. 

^N  uiv  foniu'r  letter  on  this  subject,  1  endeavoured  to 
show,  that  a  customer's  account  frc([uently  and 
carefully  studied,  is  one  of  tlie  hest  practical 
i^v^  ,, aides  to  the  ])r()<n'ess  he  is  inakitiij  in  his 
business.  I  cliose  to  illustrate  tiiis  ])«)sition  by  an 
examination  of  the  account  of  Mr.  Philij)  Barnes,  be- 
cause it  aVK)unded  in  nearly  every  species  of  banking 
transaction  symptomatic  of  a  tiadei*  in  distress,  and, 
therefore,  sup])lied  me  with  data  wherewith  to  lay 
down  upon  your  banking  chart,  so  to  speak,  the  rocks  and 
shoals,  which  you  will  do  well,  at  all  times,  to  avoid,  in 
ste(?ring  your  branch  towards  next  dixitlend. 

I  could  select  another  account,  the  exact  converse  of 
that  of  Mr.  Philip  Barnes,  and  show,  at  equal  length,  how 
a  customer's  account  })roceeds  when  he  is  doing  well ;  hut 
this  is  less  requisite.  A  branch  manager  pays  his  otHcial 
regards  necessarily  to  the  accounts  of  tlie  more  s[)ecula- 
tivc  and  loss  wealthy  of  his  customers.  He  feels  no 
anxieties^  and  need  encourage  none,  for  the  business  pros- 
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pects  of  {)arti«'s  who  owe  liiiii  nothing,  or  \>y  whom  it  is 
an  inii>o.ssibility  that  he  can  sustain  loss.  Let  it  suttice, 
then,  to  state  generally  that  the  account  of  a  man  who  is 
really  jH'ospering  in  the  world  exhibits  none  of  those 
symptoms  of  rapidly  accumulating  ditHculties  which  are 
obvious  to  the  most  cursoiy  observer  in  the  account  of 
Mr.  Philip  Barnes. 


Next  in  importance  to  a  study  of  his  account,  the  habits 
and  character  of  a  client  are  deserving  of  your  attentive 
consideration.  If  a  man's  style  of  living,  for  example,  be- 
comes extravagant,  and  he  gives  himself  over  to  excess, 
you  cannot  too  promptly  apply  the  curb,  however  regular 
the  transactions  upon  his  account  may  seem,  because 
years  may  elapse  before  mere  irregularity  of  living  will 
make  any  impression  u})on  ids  banking  account,  whilst 
irregularity  in  business  will  exhibit  itself  immediately  ; 
and  for  this  reason — chat  whereas  im[)rovident  habits  of 
living  involve  a  continuous  wast(3  in  small  sums,  spreading 
over  tolerably  long  periods,  improvidence  in  business  may 
involve  in  one  swooj)  the  loss,  perhaps,  of  thousands. 

I  hold,  then,  that  you  are  not  warranted  in  all  cases  in 
feeling  satistied  of  a  man's  ])erfect  responsibility,  until  his 
banking;  account  exhibits  indubital)le  evidence  to  the  con- 
trary.  When  a  man  in  business  notoriously  gives  himself 
over  to  "  sporting"  propensities,  for  example, and  becomes 
more  intimate  with  the  prices  at  Tattersall's  than  those  in 
Mincing  Lane  ;  more  familiar  with  the  course  at  P]psom 
than  the  course  of  the  Exchanges  ;  and  more  prcMie  to  take 
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tlic  (kMs  on  the  Derby,  than  1)e  even  uitli  his  l»anker — 
you  are  bound  to  wateli  liis  account  with  more  than  ordi- 
nary vinjilance.  Not  tliat  I  would  put  such  pursuits 
down;  I  merely  stij)ulatc  for  their  being  followed  in  reason 
and  moderation,  and  not  to  the' neglect  and  detriment  of 
one's  business. 

Un(piestional)ly,  however,  the  most  unerring  guide  to  a 
trader's  actual  jiosition  would  be  found  in  his  hooks,  were 
they  at  all  times  open  to  the  inspection  of  liis  banker, 
which,  with  all  deference  to  the  ])revailing  j)rejudi(tes  to 
the  ccmtrary,  I  think  the}'  ought  to  1h\  A  man  hiys  bare 
his  constitutional  aihnents  with  candoui-  to  liis  ))hysician, 
because  in  the  absence  of  a  correct  knowledo'e  of  the  case 
the  j>hysician  might  a])]^]y  im])roper  remedies:  for  the 
same  reason  a  man  should  be  candid  with  his  banker,  be- 
cause if  he  will  conceal  from  you  the  real  state  of  his  af- 
fairs, it  is  just  possible  that  you  may  ply  him  with  stinm- 
lants  when  severe  puiging  would  suit  him  better,  or  bleed 
him  to  death  when  a  little  strengthening,  by  way  of  assist- 
ance, would  save  his  existence. 

What  would  there  be  offensive  or  unreasonable  in  your 
stating  to  a  j^erson  who  comes  to  borrow  money  from  y<ai, 
at  the  miseral)le  premium  which  1  >an king  profits  atibid  for 
banking  risks,  that  before  you  take  his  account,  and  dis- 
count his  bills,  and  lend  him  money,  you  re([uire  to  know 
his  trading  ])osition  by  a  glance  at  his  books  ?  You  may 
with  a  clear  conscience  assure  him,  that  if  his  position  is 
satisfactoi'N',  matters  would  y;o  on  much  more  comfortablv 
for  him  and  for  you,  than   if  you  are   leit  to  guess  at  his 
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position,  ;in(|  to  li;iv(>  no  dnij)  wlicrcwitli  to  ]'<il)ut  ;niy 
rumour  to  his  lu'ejudicc  that  may  ]-each  your  oars  at  a 
future  time. 

I  am  ))crfectly  aware  that  tliis  sort  of  confidence  betwixt 
the  ])anker  and  his  client* is  the  exception,  and  not  the 
lule ;  and  that,  too  commonly,  the  first  acquaintance 
made  by  tlie  1  tanker  with  liis  customer's  books  is  in  tlie 
Court  of  Bankruptcy,  or  at  the  first  meeting  of  creditors. 
I  am  also  aware  how  difficult  it  will  be  to  render  tb  '•us- 
tom  genera],  until  there  is  something  like  unanimity 
amongst  the  baid<s  res[)eeting  it.  It  will  hardly  answer 
for  the  manager  of  the  "  Union  "  to  become  suddenly  so- 
licitous as  to  the  affairs  of  his  customers,  while  the  manaofer 
of  the  "  Alliance  "  continues  all  confident  and  indifferent 
u])on  the  subject — otherwise  there  soon  would  be  a  very 
ijeneral  transfer  of  accounts  from  one  bank  to  the  other. 

But  this  much,  I  think,  is  practicable  in  some  of  our 
smaller  towns,  where  the  banks  are  few  in  number,  and  a 
friendly  and  liberal  intercourse  exists  amongst  them.  An 
understandini:'  mi^dit  be  come  to,  that  from  and  after  a 
certain  date  eveiy  l)ank  should,  as  a  rule,  require  an  ex- 
hibition of  the  books  of  any  party  proposing  to  open  a 
new  account  with  it,  shouKl  the  account  be  of  a  descrip- 
tion to  recjuire  advances,  by  way  of  discounts  or  other- 
wise. This  would  give  the  practice  a  commencement,  and 
once  commenced  it  would  si)^cad. 

I  do  not  doubt  that  such  a  proceeding  as  this  would  give 
rise  to  a  loud  and  general  outcry  on  the  }>art  of  those  who 
had  the  gravest  reasons  for  keeping  the  condition  of  their 
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affairs  lit<'rally  a  sc;i1(m1  l)()()k.  Biii  tlif  pnidoiit  snl)staii- 
tial  man  of  })u.siness,  I  finuly  l)elicve,  would  hail  the  o])- 
])ortiinity  of  laying  the  position  of  his  affairs  confidential- 
ly before  his  banker — conscious  that,  by  so  doing,  he  would 
assure  to  himself  against  times  of  difticulty,  distress  and 
panic,  a  larger  measure  of  confidence  and  liberality  than 
by  any  other  course  he  could  adopt. 

Tf  T  am  asked  on  what  grounds  I  claim  exclusivelv  for 
the  banks  a  ])i'ivilege,  the  exercise  of  which  would  save 
thern  from  losses  to  an  incalculable  cxtc^nt,  I  would  answei', 
that  in  the  first  place,  the  ])i'ofits  of  bank<M's  are  greatly 
less  than  those  of  f)ther  traders.  Let  a  banker  turn  over 
his  entire  capital  once  every  month,  at  five  ])er  cent.  ]ier 
annum,  and  his  ])rofits  at  the  end  of  the  year  are  only  c£»() 
at  last  on  every  c£l,0()(),  /)^/(.s'his  commissions,  which  you 
may  set  down  at  X'^O  more,  in  all  £80.  But  in  the  case 
of  a  trader  turiiing  over  £  I, ()()()  once  every  month  at  a 
profit  of  five  per  cent,  (a  low  rate,  it  will  be  admitted,  for 
an  average),  his  jii-ofits  upon  the  .£1, ()()()  at  the  end  of  the 
year  are  £600. 

But,  in  the  second  place,  were  it  customary  for  baid-csto 
insist  upon  being  thoroughly  ac(piaintc(l  with  the  actual 
trading  position  of  a  party,  not  l)y  mere  hearsay,  but  by 
actual  inspection  of  his  books,  before  opening  an  account 
with  him,  protection  would  theieby  be  insured  to  his 
creditors  at  lai'ge.  There  is  no  taunt  more  common 
amongst  angry  creditors,  as  you  may  happen,  ])erhaps,  to 
know  l)y  experience,  than  that  but  for  your  reck/ess  ad- 
vances to  so-and-so  (the  insolvent),  ly  means  of  which  you 
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holstored  up  his  credit,  «a,nd  made  liim  reckless  too,  they 
would  never  have  trusted  him  to  the  extent  they  did. 
And  it  is  hardly  to  be  conceived,  that  certain  advances, 
which  of  late  years  have  come  to  light,  and  are  the  scan- 
dal of  our  banking  system,  would  have  been  countenanced 
had  the  banks  who  made  them  had  an  accurate  know- 
ledge of  the  trading  position  of  those  to  whom  they  were 
made. 

It  may  be  said,  perhaps,  that  the  constitution  of  Joint 
Stock  Banks  offers  a  serioxis  impediment  to  that  free  inter- 
change of  confidence  betwixt  bankers  and  their  customers 
which  would  be  so  greatly  to  the  advantage  of  both :  that 
the  directors  of  a  bank  being  for  the  most  part  engaged 
in  business  themselves,  the  customers  of  the  bank  have  an 
insupera,ble  dislike  to  making  a  disclosure  of  their  trans- 
actions to  parties  who  may  be  in  the  same  business  as 
themselves,  and  who  might  use  the  knowledge  so  obtained 
to  their  own  advantage.  But  there  is  no  necessity 
that  the  disclosure  should  be  made  to  "  the  board."  It 
need  go  no  further  than  the  manager  ;  because  his  report 
could  be  made  in  those  general  terms,  which  would  enable 
the  board  to  come  to  a  sound  and  ])roper  decision  upon  the 
subject,  without  his  disclosing  a  single  fact  that  the  cus- 
tomer would  object  to  having  repeated. 

Whether  the  suggestion  here  thrown  out  shall  take  root, 
I  know  not ;  but  were  this  exchange  of  confidence  betwixt 
bankers  and  their  clients  universal,  it  is  beyond  doubt 
that  many  rash  and  ruinous  speculations  would  be  nipped 
in    the  bud  ;  numberless  creditors  saved  from  loss    and 
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their  debtors  from  the  Gazette;  many  (IcsfMviiii^  men 
spared  the  indiscriminate  rigours  now  unavoidaMo  in  times 
of  panic;  and  many  banks  saved  from  irretrievable  dis- 
aster. 
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Letteii  VI. 

THE    r;i:ilRE\OY    on    RILT.S — BILLS    AT    LONG  DATES  OBJECTION- 
ABLE   ON    FINANCIAL    GROUNDS — RECAPITULATION. 

,^^^^11178  far  we  have  considered  the  means  at  tlie  dis- 
^sM  posal  of  a  branch  nianjif^er,  of  ascertaining  tlie 
position  and  circunistaiices  of  his  immediate  cus- 
tomers only,  viz.,  tlie  last  indorsers  of,  or  the  par- 
ties from  which  he  receives,  the  l)ills  discounted  at 
his  branch.  As  regards  the  res[)onsibility  of  acceptors, 
or  others  living  at  a  distance,  you  have  not,  of  course,  the 
same  means  of  judging  for  yourself  You  must  in  a  great 
measure  rely  U])on  the  judgment  of  others,  in  most  cases 
upon  the  report  of  the  party's  banker.  Now,  I  do  not  say  it 
offensively,  but  a  banker's  "  opinion  in  confidence  "  is  not 
always  to  be  taken  as  a  sure  guide  to  the  actual  means 
and  position  of  his  customer.  Before  Mr.  Twist,  for  ex- 
ample, went  the  way  of  improvident  drapers,  what  would 
your  opinion  in  confidence  have  been  of  "  his  standing 
and  responsiliility,  in  the  way  of  l)usiness,  for  £200  ? " 
Why,  undoubtedly,  that  he  might  be  safely  ti-usted  for 
the  amount  named.  And  youi*  opinion  would  have  been 
a  conscientious  one  :  you  trusted  him  yourself,  unhappily, 
for  a  great  deal  more ,     But  this  circumstance  you   could 
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not  j)r<t|)erly  liavo  divuli^^cd,  even  in  (wmfidoiK^c.  W  you 
]i;i<],  it  would  heave  teiuU'd  L;')ently  to  (nullify  your  favour- 
able report  of  Mr.  Twist  in  the  minds  of  in(iuirers  gene- 
rally. 

Instead,  tliei'efore,  of  ascertainini;'  tlie  trustworthiness 
of  a  part}'  living  at  a  distance,  for  a  given  sum  merely,  it 
would  l)e  well,  at  the  same  time,  to  ])ro('ure  sj)e('iti('  infor- 
mation as  to  liis  character.  Even  in  these  times,  there  are 
inen  a  banker  niay  safely  trust  "  t(^  any  amount  they  will 
accept  for,"  as  tlu;  |)hrase  is,  simply  because  there  is  a  law 
in  the  nature  of  such  men  which  prevents  them  from  en- 
terinir  into  any  enofaefement  which  thev  cannot  ri'diteous- 
ly  fulfil.  To  men  of  this  stamp,  character  is  capital,  and 
justly  so;  for  the  sterling  qualities  of  some  men  offer  a 
safer  q-uarantee  to  the  l)anker  ao*ainst  loss,  than  the  ster- 
ling  p(mnds  of  others. 


Hero  I  quit  for  the  present  the  large  section  of  our  .sub- 
ject which  has  h.id  reference  more  particuhirly  to  the  f^afctu 
of  a  bill,  and  shall  proceed  to  discuss  a  j)oiiit  not  without  its 
weight  at  all  times,  but  of  very  graveconsecjuence  incertain 
states  of  the  money  market.  I  allude  to  the  currency 
of  bills.  Now,  whatever  the  state  of  tlie  nioney  market 
may  be,  a  banker  will  prefer  a  short-dated  bill  to  one  of 
longer  currency — and  for  oV)vious  reasons.  In  the  first 
place,  the  risk  is  less.  In  the  ordinary  coui'se  of  things, 
more  firms  will  give  way  in  six  months  than  in  three.  I 
say  it  with  respect ;  but  thei'c  is  always  a  better  chance  of 
the  first  house  in  England  standing  foi*  thr«;e  months  than 
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for  six.  In  the  noxt  ]ilnro,  the  baiiko-  ('r)ul»l,  lor  ovory 
bill  at  six  montlis'  date,  discount  two  at  three  niontlis'  date 
within  a  f^iven  ])oriod  ;  and  so  make  his  resources  doubly- 
available  to  his  customers.  Tf  you  have  a  certain  sum 
that  you  can  prudently  lay  out  in  discounts,  and  you 
select  for  this  purpose  bills  not  exceeding  three  months' 
currency,  it  is  obvious  that,  ;it  the  expiration  of  the  three 
months,  you  have  the  same  amount  to  invest  again  ; 
whereas,  if  you  were  to  lock  it  up  in  the  discount  of  six 
months'  bills,  double  the  space  of  time  would  elapse  be- 
fore you  were  in  a  position  to  re])eat  the  operation.  The 
result  for  the  year  would  be,  sup})osing  your  capital  avail- 
able for  discounts  to  be  £50,()()(),  and  that  you  invested  it 
in  the  shorter-dated  bills,  that  you  would  turn  this  capital 
over  four  times  within  the  year  ;  whereas,  by  selecting  the 
longer-dated  securities,  you  would  turn  it  over  twice 
only.  In  the  one  case,  your  discounts  to  parties  would 
amount  to  £200,000  per  annum  ;  in  the  other,  to  only  half 
that  sum. 

But,  as  I  have  said  before,  there  are  states  of  the  money- 
market  which  render  the  currency  of  a  bill  of  very  grave 
importance.  In  the  face  of  a  growing  tightness  of  money, 
for  example,  no  1  )anker  can  prudently  lock  up  any  portion 
of  his  funds  in  the  discount  of  bills  having  six  months  to 
run.  As  money  becomes  scarce,  the  rate  of  interest  rises, 
and  the  value  of  all  securities  and  property  fiiih.  An  in- 
ducement is  thus  afforded  to  parties  having  moneys  lying 
in  the  hands  of  bankers  to  seek  investments  for  their 
funds;  and    thus    arises    a   drain    u|)()n    the    de})()sits    in 
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banks,  ot"  mow  ov  less  severity  aecoidiiig   tu  the   eireiiiii- 
staiicos. 

Now,  speaking  generally,  a  drain  upon  your  dejiosits 
must  be  met  by  a  eontraction  in  your  discounts.  To  eon- 
tiiuie  to  lend  as  nmeli  as  usual,  whilst  your  deposits  are 
rapidly  leaving  you,  would  Ije  to  puisue  a  course  which 
would  Hnd  you  some  morning  with  a  well-lilled  bill-case, 
perhaps,  but  an  empty  exchequer. 

Let  us  suppose,  then,  that  you  have  £o(),()()()  of  bills  un- 
der discount  when  you  perceive  the  conunencement  of  a 
drain  upon  your  deposits,  and  have  reason  to  suppose 
that  the  drain  will  be  of  some  continuance.  Let  us  also 
suppose  that  you  find  your  dejjosits  leaving  you  at  the 
rate  of  £5,000  per  month.  Now,  if  your  bills  are  all  at  six 
months'  date,  about  £tS,000  a  month  only  will  reach  matu- 
rity. To  meet  the  supposed  drain,  therefore,  you  would 
require  at  once  to  restrict  the  amount  of  bills  usually  dis- 
counted by  you  from  £8,000  to  £o,000  per  month — a  pro- 
cess sufficient  to  break  half  the  firms  in  Huggleton,  I 
should  suppose.  But  if  your  bills  were  of  shorter  currency 
— say  three  months'  date — then  £10,000  of  your  total  dis- 
counts would  mature  monthly ;  in  which  case  you  could 
meet  the  drain  u})on  your  deposits,  and  would  still  be  able 
ta  continue  discounting;  for  a  time  at  the  rate  of  £11,000 
per  month,  or  to  nearly  four  times  the  extent  you  could 
prudently  go  were  your  dealings  confined  to  long-dated 
bills. 

Of  course  I  do  not  presume  thatan}/^  banker's  l>ill-case  is 
filled  exclusively  either  with   three  or  six  months'  })aper. 
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Tluro  will  ulwjiys  be  loinul  in  .such  r<.'[)()sit()ric,s  a  mix- 
ture of  l)ot]»,  l)Ut  vjii-ying  greutly  in  tlie  proportions  held 
of  eaeh  (.lescri[)tion.  What  1  want  more  partieuhirly  to 
insist  ujxm  liere  is,  the  inferiority  of  the  h>nger-(late<l  iiills 
in  a  tinancial  ])oint  of  view  ;  and  what  is  true  in  this  re- 
spect of  a  hill-case  full  of  six-months'  Ijills,  would  of  course 
be  true,  to  a  certain  extent,  of  a  bill-case  only  partially 
tilled  with  such  instruments. 

Nor  am  I  to  be  understood  as  laying  it  down  as  a 
rule  absolute  that  every  diminution  in  your  (le[)osits 
must  instantly  be  met  by  a  corresponding  diminution  in 
yoiu'  discounts  ;  for,  frequently,  your  deposits  will  be 
dinunished  one  week  and  increased  the  next;  or  whilst 
the  deposits  at  your  branch  are  falling  off,  those  at  an- 
other brrinch  may  be  increasing,  and  conversely.  Speak- 
ing generally,  however,  a  permanent  dinunution  of  your 
deposits  must  be  met  immediately  or  ultimately  by  a 
corresponding  dinunution  in  your  discounts  ;  but  this  is 
purely  a  head-ollice  (question,  which  we  niay  have  occa- 
sion, to  discuss  at  more  length  hereaftei. 

1  think  I  have  now^  glanced  at  the  main  ))oints  for 
your  consideration,  when  such  a  bill  is  olfered  you  for 
discount  as  that  with  which,  by  way  of  illustration,  we 
o[»ened  the  present  subject.  Let  me  recai)itulate  very 
brietly. 

It  is  possible,  then,  that  at  the  date  the  bill  is  offered,  the 
amount  of  l»ills  already  under  discount  to  Potts  and  On.  may 
be  quite  up  to  the  mark  authorized  by  your  Directors  as  a 
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limit.  ( )r  it  limy  h;i|>j)('!i,  siipposiiin-  you  luivc  no  tixcil 
limit  to  tlieii'  discoimts  l»t'y()ii<l  the  merits  of  each  hill,  that 
their  clralts  ali'eady  alloat  upon  Booker  and  Co.  are  ol"  an 
amount  beyond  whicli  you  nuiy  V)e  unwillini^'  to  go.  Or, 
a;^Miii,  although  les.s  likely,  it  may  he  that  you  find  a  l»ill 
tor  the  same  amount  upon  the  same  |)arties  just  ahout 
due,  and  so,  not  unnatuially,  infei'  that  the  hill  now  of- 
fered you  is  <t  renewal.  Or,  tinally — and,  I  trust,  least 
probably  of  all — your  eye  may  have  detected  among  the 
bills  retired  by  Messrs.  Potts  and  Co.  a  stray  acci'jtiance 
of  tlieirs  to  tlieir  triends  Messrs.  Booker  and  Co.,  which 
would  indicate  the  existence  of  cross-paper  betwixt  the 
tirms,  and  rouse  your  liveliest  suspiciotis  as  to  the  .solven- 
cy of  both.  Anyone  of  these  sevei'al  objections  would, 
of  course,  be  fatal  to  tlie  bill  being  discounted,  ;it  least 
without  the  most  clear  and  satisfactory  explanation,  and 
fresh  instructions  from  your  Directors. 

"  But  how,''  you  exclaim,  "  is  all  this  prolonged  and 
complicated  etfort  of  memory,  perce[)tion,  comparison  and 
loific  to  be  trot  tlirouixh  in  the  few  seconds  i)ermitted  me 
to  say  whether  1  will  take  the  bill  oi-  refuse  it?"  Sim- 
ply, I  answer,  by  making  the  etfort  before} uii id.  If  at  the 
moment  the  bill  is  presented,  you  have  allowed  your  in- 
formation respecting  the  liouse  of  Potts  and  Co.,  their 
connection.s,  character  and  account,  to  run  into  arrear, 
that  is  your  fault,  not  theirs.  They  are  entitled  to,  and 
you  ought  to  be  able  to  give  them,  an  answer  there  and 
then,  without  hesitation  or  douljt,  whether  their  l)ill  will 
be  passed  to  their  account  or  not.      You   do  not  hesitate, 
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;it  ;i  "liiiicc,  to  ]H(»Ji()im(;o  judgniuiit  iipuii  a  picture,  a 
poem,  or  ail  cditice,  as  a  work  of  art  i  Now,  a  tithe  of 
tlu;  mental  labour  which  enables  you  to  tlo  this  without 
conscious  effort,  will  enable  you  to  pronounce,  with  pro- 
])ricty  and  decision,  the  fate  of  any  bill  whatever.  Tlie 
faculty  of  distin<^uishing  a  good  bill  from  an  inditl'crcnt 
one  becomes  developed   by  cultivation,  to  a  degree  bor- 
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TIK   l)ill    of    Potts    «in(l    Co.    (in    tlioir   customers, 


fSH  '^'^'*^^^^'  '^'^'^  ^'<^'>  <'^  BiriniuLjliiun,  wliich  has  formed 
"C^^  the  te.x.t  of  my  last  three  letters,  would  he  ratd<ed 
at  your  head  ottice   as  "  maiketahle "   |)a])er.     In 
case    of   need,  such    a   bill    coidd    he    rc-dlscoinifrd    in 
any  ordinary  condition  of  the  money  market.     Tt  roi>re- 
sents  value,  and  ai'ises  out  of  a  hoiut  Jidc  business  trans- 
action.    It  is  drawn  Ijy  the  manufacturer  upon  the  ven- 
dor of  a  certain    commodity.      At   tiie   expiration   of  a 
stated  period,  the  acceptors  undertake  to  })ay  the  drawers 
of  the  bill  a  certain  sum   "for  value  leceived,"  and   tlie 
j)resuuiption  is,  that  the  sale  of  this  value  received  will 
^  j)lace  the  acceptors  in  funds  to  meet  the  bill  when  it  be- 
f  comes  due. 

I  But  you  will  hardly  have  disposed  of  this  transaction, 
"  perhaps,  when  your  faculties  are  summoned  t(j  the  con- 
Asideration  of  a  bill  of  quite  a  different  stamp;  but  of  a 
class  of  considerable  amount  and  prevalence  in  country 
banking — particularly  in  the  more  agricultural  districts. 
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John  Bowdler,  then,  lias  called  to  borrow  a  hundred 
pounds  for  a  few  montlis  ;  he  is  not  particular  to  a 
month — John  never  was — and  he  proposes  to  draw  for 
the  amount  upon  his  friend  and  neighbour,  David  Star- 
key,  who  accompanies  him.  Not  that  neighbour  Starkey 
owes  the  money — that  is  not  pretended — but  Starkey 
generously  has  undertaken  to  "  go  bail  "  for  the  amount, 
without  the  slightest  consideration,  and  would  not  hesi- 
tate so  to  do  were  it  for  ten  times  the  amount.  The 
truth  is,  perhaps,  that  Mr.  Bowdler  has  seen  a  tempting 
lot  of  two-year-oldp  in  the  fair,  and  has  been  seized  with 
the  desire  to  better  their  condition,  and  his  own  at  the 
same  time,  but  is  short  of  a  hundred  pounds  to  complete 
the  purchase. 

You  know  Mr.  Bowdler  to  be  a  substantial  man.  He 
has  many  hundreds  "  out  at  interest : "  he  has  a  well- 
stocked  farm,  and  lives  at  a  low  rent  and  a  moderate  ex- 
pense. Throw  out  of  count  something  like  an  imperial 
gallon  of  ale  per  diem,  and  John  is  even  an  abstemious 
man.  Starkey,  too,  is  a  man  of .  excellent  means,  and  one 
infirmity — a  fatal  tendency  to  accommodate  his  neigh- 
bours with  his  name,  which  has  made  serious  inroads  upon 
his  freehold,  but  none  upon  his  good  nature.  In  short, 
the  two  men  are  undoubted  for  ten  times  the  amount  of 
the  proposed  bill. 

But  "  bill "  it  is  not  in  the  strict  acceptation  of  the  term. 
A  genuine  commercial  bill  must  represent  commercial 
value  given  and  received  ;  but  Mr.  Bowdler  draws  simply 
upon   Mr.  Starkey 's  good    nature  for  the  amount,   and 
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means  in  duo  time  to  ]iMy  the  bill  liiniself ;  tlu*  v;due  re- 
ceived, so  far  as  Mr.  Starkey  is  concerned,  being  ]nirely 
fictitious. 

It  is  true  that  the  instrument  has  the  appearance  of  a 
bill.  It  is  l'(;rmally  dated  from  Mr.  Bowdlei-'s  place  of  resi- 
dence, drawn  at  three  months'  date,  and  hunioi-ously  ac- 
cepted by  David  Starkey,  payable  at  his  banker's  in  Lon- 
don— David,  however,  being  as  innocent  of  "  keeping  a 
banker"  in  London  as  the  banker  thus  honoured  is  of  the 
faintest  knowledge  of  Mr.  David  Starkey.  I  admit,  then, 
that  it  has  the  appearance  of  a  bill  of  exchange — just  as 
a  bad  shilling  has  a  spurious  resend)lance  to  a  good  one. 
But  do  not  hope  to  palm  off  such  a  document  in  the 
money  market  as  a  bill  representing  an  actual  business 
transaction,  be  it  ever  so  dexterously  "  got  u[)."  Let  it  be 
drawn,  if  you  will,  for  an  amount  much  less  than  tlie 
stamp  will  cover  (a  rare  case  with  this  class  of  bills).  In- 
stead of  an  even  sum  in  pounds,  let  it  be  drawn  up  for  a 
sum  in  pounds,  shillings,  and  pence  (a  case  equally  rare) 
— let  even  the  value  received  be  an  express  one  (flour, 
bullocks,  or  malt,  for  example) — in  a  word,  draw  as  you 
will,  it  is  still  Bowdler  upon  Starkey — "  Pig  upon  Bacon  " 
— to  the  comprehen^ion  of  the  meanest  capacity  in  the 
l)ill-market.  If  you  doubt  this,  and  ever  have  occasion  to 
send  a  batch  of  bills  to  your  l)roker  for  discount,  just  try 
the  experiment  of  inserting  here  and  there,  in  the  remit- 
tance (quite  promiscuously,  of  course),  a  few  choice  lulls 
of  the  Bowdler  species  ;  and  they  will  be  picked  out  witli 
a  certainty  and  cuiming  amounting  to  intuition,  and  eitlier 
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sent  lijiek  direct  oi-  civilly  "  set  aside  to  w«iit  your  further 
instructions."  There  is  as  little  hope  of*  their  escn})ing 
the  detection  of  a  practised  eye,  as  there  is  of  one  of  Her 
Majesty's  light  sovereigns  passing  muster  at  Her  Majesty's 
receipt  of  customs. 

Not  that  the  class  of  bills  now  under  review  is  never  re- 
discounted.  In  easy  times,  when  money  is  abundant,  and 
country  banks  and  London  bill-brokers  are  at  their  wits'- 
end  how  to  find  employment  for  their  funds,  such  bills 
will  find  discounters  at  a  price,  provided  the  endorsement 
of  your  bank  is  in  tolerable  credit.  But  it  is  neither  re- 
spectable to  give  the  [)rice,  nor  prudent  to  rely  upon  such 
a  chance  :  because  the  first  blast  of  discredit  that  crosses 
the  money  market  will  teach  you  that  the  day  of  kite- 
flying for  the  moment  has  gone  by.  If  up  to  this  time 
you  have  been  going  before  the  wind,  so  to  speak,  with  all 
sails  set,  in  the  shape  of  "  safe  country  paper  "  under  re- 
discount, and  are  suddenly  taken  aback  by  one  of  those 
squalls  not  unfrequent  in  these  high  monetary  latitudes 
of  ours,  one  of  two  things  inevitably  follows — either  you 
founder  and  go  down  at  once,  or  you  cut  your  rigging  and 
let  everything  go  by  the  board,  and  so  swamp  any  chance 
of  profit  or  dividends  to  your  owners,  for  that  voyage  at 
all  events.  If  you  would  avoid  either  extremity,  you  will 
let  your  funds  out  with  a  cautious  and  sparing  hand  to 
the  Bowdlers  and  Starkeys  of  your  district. 

But,  independently  of  the  "  unmarketable  "  character 
of  the  bills  in  question,  they  are  obnoxious  to  another  ob- 
jecti(»n.     If  there  is  one  thing  more  than  another  essential 
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to  the  bill  of  exchange  as  a  banking  security,  it  is  the 
certjiinty  of  its  being  paid  tlie  day  it  falls  due  ;  but  it  is 
precisely  upon  this  point  that  Mr.  Bowdler  is  incorrigible. 
When  he  puts  his  name  to  a  bill,  he  deteimines  its  cur- 
rency by  what  he  calls  a  rough  guess.  If  you  can't  let 
him  have  the  money  for  four  months,  he  thinks  he  can 
"  manage  "  it  in  three — a  month  either  way  being,  in 
John's  eye,  of  no  consequence  to  any  living  being.  His 
jiromise  to  meet  his  bill  he  gives  as  loosely  as  he  would  a 
promise  to  visit  a  relative  in  the  course  of  the  summer. 
The  necessity  which  a  merchant  feek  to  meet  his  accept- 
ances to  the  day,  or  hopelessly  blast  his  credit,  is  an  un- 
known sensation  to  Mr.  Bowdler.  The  i)rocesses  of  pre- 
sentment, dishonour,  and  noting  for  non-payment,  are 
mysteries  to  his  mind  as  profound  as  the  order  of  [»rocedure 
in  Chancery.  He  cannot  com})rehend  why  there  should 
be  so  much  ado  about  nothing,  and  will  ask  you,  with  some- 
thing like  indignation,  if  you  fancy  he  means  to  dispute 
the  bill,  that  you  make  such  a  noise  about  it  ?  and,  fur- 
ther, if  you  suppose  he  was  likely  to  make  a  purposed 
journey  to  Huggleton  to  pay  the  bill  on  a  |)articular  Mon- 
day, when  he  was  coniiug  to  town  the  Friday  week  fol- 
lowing, whether  or  not  :  Not  that  it  will  always  be  so 
with  Mr.  Bowdler.  On  the  contrary,  it  is  just  as  likely 
that  he  pays  the  bill  a  week  or  so  before  it  becomes  due, 
as  that  he  pays  it  a  fortnight  aftinwards,  and  meanwhile 
lights  his  pi[)e  with  your  notice  of  dishonour.  But  the 
serious  fact  I'emains,  that  in  looking  forward  through  a 
tile  of  such  hills  becoming  due,  you  have  no  certainty  how 
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or  when  fcliey  will  bo  mot.  Soino,  you  i^iioss  from  ox- 
porienco,  will  be  met  bet'ure,  some  at,  some  long  after  date, 
others  not  at  all ;  but  what  ])articular  bills  will  be  so  met, 
and  to  what  amount,  you  know  as  much  as  you  know  of 
tlie  yield  of  next  harvest. 

Not  a  few,  ])erhaps,  of  this  class  of  bills  you  may  be 
called  upon  to  take  reneivals  for.  Parties  who  have  un- 
dertaken to  meet  their  bills  faithfully  at  the  end  of  three 
months,  now  find,  or  pretend  to  find,  that  they  have  mis- 
calculated, or  been  disappointed,  or  have  had  some  unex- 
pected demand  to  meet,  or  haven't  effected  sales,  or — 
something  else.  You  have  to  choose,  therefore,  between 
allowing  the  bill  to  run  upon  your  dishonoured  list,  or 
taking  a  renewal  of  it. 

If  you  are  satisfied  that  the  man's  inability  to  meet  his 
bill  arises  from  circumstances  unforeseen  and  unprovided 
for,  your  better  course,  perhaps,  will  be  to  accede  to  a  re- 
newal of  the  bill  for  a  short  period — provided,  of  course, 
that  you  know,  or  are  convinced,  that  no  change  for  the 
worse  has  occurred  meanwhile  in  the  circumstances  of  the 
respective  obligants  to  the  bill ;  but  if  there  is  the  slight- 
est reason  to  doubt  this,  you  will  not  be  justified  in  agree- 
ing to  a  renewal,  unless  either  fresh  security  is  given,  or 
the  renewal  is  drawn  for  a  [)ortion  only  of  the  original 
bill,  the  difference  being  met  in  cash.  But  in  all  possible 
cases,  let  the  first  renevval  be  the  last.  The  occasion  must 
be  an  unusual  one  that  would  justify  your  taking  a  sec- 
ond or  third  renewal  of  the  sjime  bill.  Miscalculation, 
delay,  disapptjintment,  are  leasonable  excuses  enough  for 
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once ;  but  they  are  not  to  be  listened  to  a  second  time. 
A  man  may  innocently  enough,  i)erha))s,  mistake  youi- 
purse  for  his  own  once,  but  the  mistake  will  not  bear  re- 
petition. So  a  man,  once  for  a  time,  may  "  due  "  his  ac- 
ceptance in  May  instead  of  April,  but  that  he  should 
immediately  repeat  the  blunder,  is  not  to  be  tolerated. 

You  will  find  it  a  sound  principle,  also,  to  decline  a 
fresh  transaction  with  any  party  who  has  required  a  re- 
newal of  a  former  one.  You  have  no  reason  to  suppose 
that  he  will  be  more  punctual  this  time  than  he  was  on 
the  previous  occasion  ;  on  the  contrary,  the  very  fact  of 
your  entertaining  a  fresh  transaction  with  him  would 
justify  him  in  the  conclusion  that  your  anger  and  threats 
on  the  occasion  of  his  former  irregularities  were  mere 
talk,  made  to  order,  and  all  very  fine,  perhaps,  for — the 
marines.  If,  presuming  upon  this,  he  should  lead  you  a 
dance  through  half-a-dozen  delusive  renewals,  and  into 
a  desperately  bad  debt  at  last,  call  him  a  knave  if  you 
will,  but  reconcile  the  transaction  with  your  duties — if 
you  can. 

If  the  conditions  upon  which  alone  you  are  justified  in 
allowing  a  bill  to  be  renewed,  in  whole  or  in  part,  are 
not  fulfilled,  or  are  impracticable,  and  the  bill  is  allowed 
to  go  to  dishonour,  your  steps  for  its  recovery  cannot 
be  too  prompt  or  vigorous.  If  your  notice  of  dishonour 
does  not  bring  the  cash  within  a  reasonable  number  of 
days,  I  would  favour  the  parties  with  three  days'  further 
grace  in  a  special  and  peremptory  ei)istle,  containing  a 
brief  but    unmistakable  expression   of  your  sentiments 
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and  intentions:  this  failini»-,  let  your  solicitors  make  ap- 
plication for  payment  forthwith  ;  failing  all  tliree,  a  writ 
is  your  only  resource.* 

I  am  prepared  to  hear  you  exclaim  against  this  as 
"  sharp  practice."  My  answer  is,  that  the  case  demands 
it.  By  dishonouring  the  hill,  the  parties  to  it  have,  to  all 
intents  and  pur[)oses,  suspended  payment,  and  judgment 
cannot  overtake  their  personalities,  if  they  have  any,  too 
rapidly.  Pursue  a  milder  and  more  hesitating  course,  and 
a  less  scrn J )ulous  and  more  vigilant  creditor  will  step  in 
before  you  ;  or  the  f»arties  themselves,  perhaps,  will  abuse 
your  indulgence  by  making  away  with  what  little  prop- 
erty they  may  have. 

Even  if  the  i)arties  were  inca[)able  of  this,  if  their  af- 
fairs are  in  a  bad  way,  the  sponer  they  are  wound  up  the 


*  The  transaction  with  Bowdler  is  remarkably  like  many  of  these 
that  come  before  Managers  of  branches  in  Ontario.  But  siich  trans- 
actions are  not  discounts,  properly  speaking,  and  a  banker  who 
desires  to  keep  his  transactions  clearly  before  him,  will  take  care  to 
separate  such  from  the  discoiuit  of  commercial  bills.  Bowdler, 
however,  was  perfectly  honest  with  his  banker.  He  did  not  bring 
the  bill  and  try  to  palm  it  off  as  representing  a  buiia  fide  commer- 
cial transaction  between  himself  and  Starkey.  There  are,  however, 
people  who  will  condescend  to  this  kind  of  meanness.  They  seem 
to  imagine  that  the  proverb  about  all  being  *'  fair"  in  war,  ai)plies 
to  their  dealings  with  a  bank.  But  no  greater  blunder  could  be 
made.  Openness  and  straightforward  dealing  is  the  only  possible 
ground  in  the  long  run.  And  it  is  worth  while  to  earn  such  a  char- 
acter, even  if  it  be  fnily  from  policy. 

A  banker  hero,  if  at  all  equal  to  his  business,  learns  to  discrimin- 
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better.  In  a  word,  delays  are  daiigeious  in  tlie  matti'i-  of 
overdue  hills  under  any  circumstances,  and   you  cannot 

ato  between  such  loans  as  Bmvdlcr  required,  and  the  bill  presented 
by  Potts  &  Co.,  and  would  certainly  throw  out  the  former,  if  at- 
tempted to  be  palmed  off  upon  him  as  a  bona  fide  discount. 

If  a  loan  is  re(iuired,  it  should  be  asked  for  as  a  loan,  with  se- 
curity and  time  named,  and  the  purpose  for  which  tlie  money  is 
wanted. 

If  renewal  is  required  in  whole  or  in  part,  let  it  be  honestly 
named  as  such.  The  bank  can  then  jiidge  whether  to  take  the 
transaction  or  not ;  but  for  a  customer  to  cheat  a  mai;ager  })y  giving 
a  written  promise  to  pay  in  three  months,  when  he  has  no  inten- 
tion to  do  anything  of  the  kind,  is  anything  but  business-like,  to 
say  the  least  of  it. 

The  remarks  in  this  chapter  about  dislKJUouring  a  bill  are  ad- 
mirable. To  dishonour  a  bill  is  to  commit  a  dishonourable  act.  It 
is  a  stain  on  a  man's  character  to  break  a  written  promise,  and  the 
law  here  is  far  too  lenient  in  dealing  with  it.  The  jjractice  in  Scot- 
land ia  better,  and  it  would  be  an  admirable  piece  of  commercial 
legislation  to  assimilate  our  law  in  this  matter  to  that  of  Scotland. 
The  writer  properly  observes  that  to  dishonour  a  bill  is  to  suspend 
payment,  and  asserts  that  judgment  cannot  overtake  the  party  too 
S(jon  afterwards . 

The  Scotch  law  proceeds  on  this  principle,  and  after  the  lapse  of 
a  very  few  days,  a  protest  operates  as  a  judgment,  and  without  any 
law  process  whatever  the  sheriff  can  enter  into  possession.  This  may 
seem  "sharp  practice,"  but  it  is  not  so  in  reality.  Such  a  law 
would  make  men  punctual,  provident  and  cautious  ;  would  prevent 
rash  borrowing  and  foolish  speculation  ;  would  put  a  stop  to  a  good 
deal  of  that  ridiculous  crediting  which  has  been  the  bane  of  busi- 
ness in  Canada,  and  introduce  an  order  of  things  as  far  in  advance 
of  what  obtains  at  present,  as  our  present  system  of  business  is 
upon  the  mode  when  twelve  months'  credit  was  universal, 
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too  v,gorou.siy  purge  your  brand,  of  them-.,„ieably  if 
you  w..,,  but  by  compuLsiou  if  „cce«.sa,.y.  So  long  as  Ly 
eont.nuo  on  your  list,  they  are  a  lo.ss  and  a  discredit  to  your 
branch-an  eyesore  to  your  Directors  andMana^e'r-  a 
post  to  yourself ;  and  the  plague  of  your  aecountant"s  liVe, 
who  has  probably  returned  them  as   outstanding  unti 

run  you  then,  off  by  rote-numbers,  dates,  names,  sun.s 
payments  and  all !  ' 
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J)mCOUNTH—Goiidade<L 

OF  THE  VAUIOUS  DESCUIITIONS  OF  ACCOMMOOATION  lUIJ^S  — 
AND  THE  BILL  SYSTEM  EXPOSED  BY  TIIE  UO.MMEKOIAL 
FAILURES   OF    1847. 


^HE  mass  of  banking  transactions   in  tlio  country 
'^     districts,  then,  arises  out  of  two  great  classes  of 


}jil]s — the  one  consisting  of  bills  of  a  business 
character,  and  based  uj)on  and  representing  actual 
business  transactions,  such  as  the  sale  of  timber,  iron, 
or  other  produce  or  connnodities  ;  the  other  class  con- 
sisting of  bills  representing  no  refd  transaction  betwixt 
the  parties  to  the  bills,  beyond  the  lending  of  his  name 
by  A.  to  B.,  or  conversely.  The  one  bill  is  drawn  for 
value  actually  given  and  received  as  betwixt  the  parties 
to  it ;  the  other  for  a  value  neither  given  nor  received, 
but  fictitious  only.  To  the  one  class  we  assign  the  name 
of  bona  fide  "  commercial  "  bills  ;  to  the  other,  the  term 
"  kites  "  or  "  acconmiodation  bills  "  is  usually  assigned — 
but  not,  I  think,  with  very  exact  discrimination  ;  or,  if  so, 
the  degrees  of  quality  amongst  accommodation  bills  must 
be  a<lmitted  to  be  extreme. 

The  draft  of  Bowdler  upon  SLarkey,  for  exam[)le,  is  not 
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to  1)0  [)la(XMl  ujKm  an  c(|uality  of  demerit  with  tliu  bill  of 
Ml".  Barnes  ujion  liis  friends  Wi^^i^des  and  (-o.  In  the 
ease  of  Mr  Hovvdier  yoti  knew  tlie  transaetion  peifeetly, 
and  there  was  no  attempt  at  eoneealment:  or,  if  there 
had,  it  would  not  liave  sueceeded.  J3ut  in  the  case  of 
Mr.  Hjirnes  there  was  conceahnent,  and  something  that 
would  hi)  deemed  fraud  under  any  less  mild  dis])ensatioii 
than  the  pi'esent  haid<ruj)t  laws  of  Kni^land.  Barnes 
knowingly  diew  and  foistctl  upon  your  too  easy  prede- 
cessor, what  purported  to  l»e  bona  fide  bills  of  exchange, 
whilst  he  was  lending  his  name,  as  acceptor,  to  the  very 
parties  ii))on  whom  he  drew,  and  for  transactions  equally 
imaginary,  and  enabling  them  to  plunder  their  bankers 
as  well. 

This  was  "kite-flying"  if  you  will,  and  of  the  worst 
descri|>tion  :  and,  as  a  country,  we  ha>^e  had  rather  too 
much  of  it  of  late  years.  The  October  panic  of  1(S47  laid 
bare  a  bill  system  of  a  nature  and  magnitude  sulHcient  to 
strike  l)ankers  duinl).  Compared  with  the  scale  on  which 
the  leviathan  houses  of  that  period  di'ew  upon  each  other 
and  were  drawn  ujton,  Barnes's  offence  dwindles  to  petty 
larceny.  You  would  have  seen,  for  example,  in  the  re- 
cent bankruptcy  rei)orts,  that  one  house  starts  in  January, 
1840,  with  a  capital  of  £K3,000,  j)ays  off  old  debts  to  up- 
wards of  £-')0,()00,  and,  in  less  than  two  years,  sinks  under 
liaV»ilities  to  the  amount  of  -t  qiuti'ter  of  a  inillion  sterling  ! 
The  marvel  is,  not  that  the  house  should  have  come  down 
so  soon,  but  that  it  should  ha.va;  stood  so  long  and  grown 
so  ijfieat. 
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Now,  if  the  position  of  the  aflhirs  of  t  Ins  house  li.id  Ixm'M 
known,  no  matter  how  roui;hly,  to  its  hankers,  is  it  credi- 
ble that  the  liabilities  of  the  tirni  could  ever  have  reached 
an  overgrowth  so  monstrous  ?  But,  as  it  was,  their  |)aper 
passed  as  "  first-class"  long  after  their  capital  must  h;iv(^ 
dwindled  to  a  mere  S[)eck  in  the  aggregate  of  theii-  en- 
caefements. 

The  credit  obtained  by  this  and  other  houses  was  not 
that  gradual,  sure,  and  legitimate  extension  of  credit, 
which  is  based  upon  a  thorough  knowledge  of  the  parties 
themselves,  their  mercantile  abilities  and  resources.  It 
was  of  a  chai'aeter  more  aeriform  than  solid.  Its  rapid 
expansion  resembled  more  the  generation  of  a  gas  than 
the  slow  erection  of  a  structure :  and  thus  matters  will 
remain  so  lonj?  as  the  emxafjements  which  a  firm  mav 
come  under  beyond  the  amount  of  its  capital,  ai'e  })raeti- 
cally  subjected  to  no  control  or  limit  beyond  what  a  firm 
may  im[)ose  upon  itself,— which,  with  submission,  I  con- 
tend to  be  no  check  at  all.  Which  of  us  has  not  a  hiijfher 
opinion  of  himself  than  the  vast  majority  of  our  neigh- 
bours would  consider  warrantable?  Is  there,  absolutely, 
any  limit  to  the  sum  one  would  trust  himself  with  ?  The 
same  princij)le  that  warrants  our  borrowing  £100  viz..  a 
reasonable  prospect  of  ])aying  it  back  again — may  war- 
rant our  borrowing  <£  100,000. 

But  is  it  reasonaljle — is  it  strictly  honest — that  any 
man  should  constitute  himself  the  sole  judge  of  the  extent 
to  which  he  shall  borrow  and  tipply  the  mono}''  of  other 
people  ?     The  natural   right  of  prescribing  the  limits  of 
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rrodit  slmll  clcjirly  rest  witli  tho  loiidors,  not  witli  tlio 
boiTower.s  of  money — for  it  is  tlie  lender's  pro))erty  thnt 
is  to  be  put  into  the  lottery  of  .s])C('ulntion  ;  and  if  the 
<li-a\vinf(  shall  prove  a  blank,  the  loss  is  usually  tlie  len- 
der's, not  the  borrower's,  for  he  eannot  well  be  said  to 
have  lost  what  was  never  liis  to  lose. 

Limits  are  assif^^iod  to  our  ineomes.  We  are  amenalde 
to  tlie  law  for  oui-  very  words.  A  man  may  not  ajipro- 
})riate  his  neii^hbour's  wateh,  neither  may  he  rejuidiate  his 
own  a('(te])t!nice.  The  very  fashion  of  our  eoat-tails  is 
detei-mined  by  a  law  more  bindini;-  thnn  the  statutes ;  in  a 
wo)'d,  society  is  a  labyrinth  of  checks,  countei'-checks,  and 
limits  ;  but  to  wercantile  credit  thei'e  is  absolutely  (as 
things  are  managed  at  jiresent)  no  practical  check  what- 
ever. Unseen  and  unsuspected,  it  may  ex})and  and  spread 
until  it  pervades  the  whole  vast  extent  of  our  commercial 
system  ;  and,  like  the  fire-damp,  become  known  only  by 
ex])losion. 

If  the  acceptances  or  other  liabilities  of  any  particular 
firm  were  to  centre  in  one  bank,  and  thus  become  known 
in  the  (igrjregate  to  its  l)ankers,  doubtless  the  ])re«ent 
system  of  blind  credit  would  receive  a  merited  and  mortal 
check  ;  but  this  is  impossible.  The  engagements  of  our 
greater  houses  must  of  necessity  be  scattered  over  the  face 
of  the  coimtiy  as  at  present — here  a  little,  there  a  little, 
each  banker  knowing  how  much  he  himself  holds  of  their 
paper,  l)iit  of  their  aggregate  engagements  knowing  no- 
thing; laying  the  wdiile  the  flattering  unction  to  his 
soul,   that  his    few   thousands  upon  a   house  woi'th   its 
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|)luni,*  arc  as  romoto  fvom  lin/afd  of  n()!i-|iMyiiio?it  ms 
the  bank  notes  in  his  till. 

I  report,  then,  that  as  far  as  I  can  see,  the  best  correc- 
tive of  ap  evil  which  has  been  procbictiv*'  of  losses, 
misery,  and  mischief  beyond  the  reach  of  estimrte,  w<ml(l 
be  found  in  an  occasional  insjiection  by  bankers  of  the 
books  or  balance  sheets  of  tlicii'  cnst(.merj;. 

But  we  have  diijjressed  sliL;htIy  from  the  dii'cct  course 
of  the  subject  ;  let  us  return  to  the  ))oint  at  which  we 
diverged.  I  said,  then,  that  the  draft  of  Mr.  Ijowdler  on 
his  friend  Starkey — inasmuch  as  the  nature  of  it  was  ])er- 
fectly  known  to  you — was  hardly  to  be  placed  in  the 
same  category  with  the  counterfeit  drafts  of  Mr.  Philij) 
Barnes  upon  his  correspondents  the  Wiggleses.  Stdl  less 
is  Mr.  Bowdler's  "  bill  " — indifierent  as  it  may  be,  in 
many  respects,  as  a  banking  secui'ity — to  be  confounded 
with  the  paper  of  those  benevolent  individuals  whose 
lives  are  devoted  to  the  relief  of  traders  in  distress,  and 
who,  for  the  merest  trifle,  will  send  you  V)y  retui'u  of  post 
the  acceptance  of  the  eminent  house  of  Doem,  Broiun  S 
Co.,  in  lieu  of  your  own,  for  any  given  amount.  The  bill, 
Bowdler  on  Starkey,  in  fact,  is  drawn  to  represent  a  tem- 
porary loan  or  advance,  as  much  as  the  promissory  note 
is,  which  individuals  sometimes  draw,  and  bankers  some- 
times discount,  with  or  without  security.  Although  such 
instruments,  therefore,  are  not  strictly  to  be  classed  as 
bills  of  exchange,  still  less  are  they  deserving  of  the  classi- 
fication, "  kites."     An  intermediate  term — "bills  held  For 

*  i.  c.  £100,000. 
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advances,"  for  instance, — oi ,  for  tlie  sake  of  brevity,  "  loan 
notes,"  would  better  express  tlie  nature  of  such  instru- 
ments, and,  at  the  same  time,  preserve  an  intelligible  dis- 
tinction betwixt  them  and  the  actual  commercial  bill. 

Some  such  distinction  is  necessar^^  if  a  country  banker 
would  at  all  times  know  the  exact  position  of  his  re- 
sources ;  because,  in  a  financial  sense,  these  "  loan  notes  " 
are,  in  all  essential  respects,  tantamount  to  so  many 
overdi'afts,  or  advances  upon  open  account.  The  ditfer- 
ence  is,  that  the  overdraft  is  re})resented  by  chcx^ues  ;  the 
advance,  by  promissory  notes  oi-  bills.  The  cheque  leaves 
undel'.Tii lined  the  date  of  payment,  that  being  fixed  by 
mu-uai  ••(M.tsent.  The  loan  note  certainly  fixes  the  date  of 
repfiynio.it,  but  does  nv)t  insure  it.  Practically,  perhaps, 
it  will  be  found  that  in  deaJinjx  with  a  client  of  strict 
honouj"  und  sound  business  habits,  the  repayment  of  any 
temporary  advance  to  him,  to  the  very  day,  will  be  as 
certain  ii'^  if  you  had  bound  him  to  the  date  by  a  promis- 
sory note  :  but  where  you  have  your  choice,  which  usual- 
ly 3'^ou  will  have,,  you  will  of  course  give  the  preference  to 
a  note  or  bill,  invariably  ;  because,  indifferent  as  the  loan 
note  is  as  a  banking  asset,  it  is  nevertheless  preferable,  as 
such,  to  an  overdraft. 

We  must  now,  at  least  for  the  present,  quit  the  subject 
of  discounts.  I  have  not  touched  upon  the  foreign  bill  of 
exchange  ;  because  such  instruments  rarely  find  their  way, 
I  presume,  to  Huggleton,  or  if  they  did,  would  be  ex- 
tretnely  diificuit  of  negotiation  amc^ngst  your  tradesmen, 
particularly  if  conceived  in  Portuguese,  or  high  Dutch,  or 
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Danish.  I  have  purposely  abstained  also  from  enterinpj 
upon  the  law  of  the  subject,  not  because  I  undervalue  the 
importance  of  your  having  at  least  an  elementary  know- 
ledge of  the  law  of  bills  of  exchange,  and  of  the  law  as  it 
concerns  banking  transactions  generall}^,  but  simply  be- 
cause I  am  incompetent  to  direct  this  branch  of  your 
studies,  ev'en  if  my  inclinations  ran  that  way,  which 
however  they  do  not,  but  very  much  the  contrary.  I 
must,  therefore,  refer  you  to  Mr.  Chitty,  and  trust  that 
by  the  time  you  have  reached  the  9(j2nd  page  of  the  8th 
edition  of  his  able  and  elaborate  treatise  (including  all 
the  marginal  references,  foot-notes,  and  cases  in  small 
type),  you  will  have  a  nnich  clearer  conception  of  the  law 
of  bills  of  exchange  than  I  had  under  like  circumstances. 
But  do  not  rely  upon  your  legal  attainments  over  much. 
Trust  rather  to  their  enabling  you  to  kee])  out  of  scrapes, 
than  to  their  getting  you  out  again  when  once  in;  or  you 
will  find  that  a  little  law,  like  something  else,  is  a  danger- 
ous thing.  In  every  case  involving  a  legal  dithculty,  give 
yourself  "  the  benefit  of  the  doubt  "  invariably,  and  throw 
the  071U8  uj>on  your  head-oftice,  or  local  solicitoi*.     One  of 

the  most  troublesome  Managers  we  ever   had  in  the , 

was  afflicted  with  a  conceit  of  his  leii'al  acumen,  Avhich  as- 
sisted  him  to  practical  conclusions  now  and  then,  which, 
if  they  did  not  make  the  angels  weep,  certainly  made  his 
Directors  storn^.* 


*  The  business  referred  to  in  the  two  preceding  chapters  is  con- 
fined within  a  very  narrow  range  compared  with  that  which  lian  to 
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ho.  (lo;ilt  Avitli  by  tlio  executive  officer  of  a  bank  in  Canada,  The 
nianagerfs  of  branches,  even  in  oiir  smaller  towns,  will  generally 
have  to  ,jucli,'e  with  respect  to,  and  advise  a  Hoard  of  Directors 
upon,  at  least,  the  following  classes  of  transactions  : — 

(1.)  A(h'(iiii-cti  applied  for  by  millers,  commission  merchants,  pro- 
duce dealers,  iV:c.,  who  propose  to  buy  graiTi,  pork,  wool,  SiC.  These 
advances  souietimes  I'each  very  large  amounts,  and  the  carrying 
through  of  such  loans  successf\dly  retpures  a  knowledge  of  mar- 
kets, a  care  ab(jut  storing  and  insurance,  a  watchfulness  of  margins, 
and  ;i  tirmness  in  insisting  on  proper  seciuity  and  fullihnent  of  con- 
tracts, which  are  not  always  easy  to  find.  Such  advances  are  some- 
times secured  by  pledge  of  grain,  etc.,  scjuietimes  by  mere  endox'se- 
ment. 

(2.)  Dm/^s  drawn  against  grain,  pork,  wool,  »fcc. ,  on  consignees 
or  purchasers  in  lakeboard  or  seaboard  cities  in  Canada  or  the 
United  States.  These  drafts  are  sometimes  secured  by  Bills  of 
Lading. 

(3.)  Advances  applied  for  by  persons  engaged  in  the  manufacture 
of  sawed  lumber.  This  business  re(piires  a  large  capital  to  carry  it 
on  successfully,  and  bank  advances  occasionally  reach  very  high 
sums. 

(4.)  />*'«//.s' drawn  by  the  same  on  consignees,  or  purchasers  of 
the  lumber,  generally  on  firms  in  the  United  States. 

(5.)  Advances  applied  for  by  persons  manufacturing  heavy  tim- 
ber. This  trade  is  entirely  distinct  from  the  last,  though  both 
operate  on  the  same  raw  material — viz  ,  the  standing  trees  of  our 
forests.  In  this  case,  the  trees  are  simply  hewn  into  square  lengths 
and  rafted  down  the  lakes  or  River  St.  Lawrence  to  Quebec,  for 
shipment  to  England. 

(0.)  Acceptances,  genidndly  of  houses  in  Quebec,  given  in  pay- 
ment for  rafts  of  such  timber, 

(7.)  In  addition  to  the  above,  the  manager  of  a  bank  will  be  ap- 
plied to  for  a  vast  variety  of  miscellaneous  loans,  legitinuite  or 
illegitimate.     Loans  to   the  municipality  oi'  its  treasurer,  pending 
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collection  of  taxes  ;  loans  to  contractors,  pending  the  granting  of 
certificates  ;  loans  to  manufacturers,  for  the  purpose  of  adding  to 
tlieir  l)uildiiigs  or  buying  luachinery  ;  loans  to  farmers,  to  tide  them 
over  a  period  of  bad  crops,  or  to  enable  them  to  hold  grain  for  a 
rise.  These  are  samples  of  the  applications  which  will  be  made  to 
liim,  some  of  which  Miay  be  legitimate  and  others  not.  But  he  will 
also  be  asked  for  loans  on  various  pretences  by  needy  speculators, 
briefless  barristers,  tradesmen  bordering  on  insolvency,  gentlemen 
living  by  their  wits,  and  numbers  more  that  it  would  be  vain  to 
attem))t  to  particularize. 

This  class  of  miscellaneous  loans  requires  uncommon  judgment 
and  tirmness  on  the  part  of  the  manager,  who  if  at  all  ojien  to  either 
wheedling,  flattery,  or  bullying,  will  And  plenty  of  people  ready  to 
ply  I'leir  arts  upon  him.  Nothing  is  easier  than  for  the  manager  of 
a  branch  to  lend  money^  and  nothing  easier  than  to  get  his  Ijill-case 
filled  with  a  pile  of  promissory  notes,  which  might  as  well  be  made 
j^.yablo  at  doomsday  for  any  chance  of  collecting  them  within 
'  ^asonable  time.  There  are,  however,  some  simple  principles  which, 
if  kept  in  view,  will  at  least  save  a  manager  from  serious  mistakes. 
Questions  like  the  following  are  apropos  to  every  class  of  trans- 
action : — 

(1.)  Is  the  party  applying  for  the  l(»an  a  careful  borroirer? 

The  most  satisfactory  customers  to  a  bank  are  not  thcjse  who  are 
worth  the  most  money,  but  those  u'Im  iv'dl  never  borrow  what  they 
cannot  repay  at  tlie  tune  promlned. 

(2.)  Will  the  transaction  provide  the  means  of  its  own  repay- 
ment ] 

Obviously  some  transactions  will,  and  it  is  equally  clear  that 
some  will  not.  If  a  grain  dealer,  having  ah-eady  spent  !:?r),000  of 
his  own  in  the  purchase  of  grain,  borrows  .^15,000  or  $20,«)(J()  from 
a  bank  to  add  to  his  stock,  there  is,  as  a  rule,  the  means  of  repay- 
ment readily  at  hand  in  the  sale  of  the  wheat.  Even  here,  however, 
we  have  to  distinguish.  For  if  a  person  spends  his  .*;"), (>()()  in  pur- 
chasing grain  in  a  high  and  rising  market,  and  when  it  is  at  the  very 
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top,  persuades  a  fonlisli  manager  to  lend  him  !$r)0,(M>()  toVmy  more, 
there  is  the  most  imiuiiioi\t  danger  of  a  bad  debt.  If  markets  go 
down,  the  dealer  is  unwilUng  to  sell,  and  liefore  a  banker  can  com- 
pel a  sale  to  be  etfocted,  markets  may  have  (U"<'pped  to  the  point 
where  all  the  capital  of  the  ciistomor  is  ;swamped,  and  nothing  but 
a  loss  can  pt)ssibly  close  the  tr.ijisaction.  JJut  some  transactions 
evidently  do  not  furnish  the  means  of  their  own  repayment,  and 
this  from  tlte  very  outset.  If  a  miller  has  all  his  capital  in- 
vested in  building  and  machinery,  and,  desiring  to  add  anew  story, 
or  to  make  a  new  dam,  or  buy  a  new  engine,  applies  to  a  banker 
for  a  few  thousands  f<jr  the  purpose,  it  is  evident  enough  that  a 
lout'  time  must  elai)se  before  such  loan  can  be  repaid.  For  it  is 
only  out  of  the  savings  of  business  that  it  can  be  done,  and  such 
savings  may  be  impossible  for  years  together.  The  manager,  there- 
fore, once  having  foolishly  said  }jcs,  when  ho  ought  to  have  said  'Uo, 
has  the  mortiiication  to  tind  that  he  has  locked  up  the  money  of  the 
bank,  and  made  a  ccnj  pevmaneid  investment,  if  not  a  bad  debt  ;  for 
it  is  very  possible  that  there  may  be  no  chance  of  repayment  at  all, 
from  the  fact  that  the  interest  on  the  loan  will  swallow  up  all  that 
can  be  made  out  of  the  outlay,  while  the  property  bought  is  con- 
stantly deteriorating. 

(3.)  A  third  and  very  pertinent  (question  is — Is  the  security 
otiered  a  good  one  ?  that  is,  is  it  such  as  can  })e  made  available  if  re- 
(luired  I  Nothing  requires  more  care  than  in  judging  this  point  ; 
but  iis  the  (juestion  of  security  is  fully  discussed  in  the  ensuing 
chapter,  no  further  renuirks  on  this  section  are  necessary. 

In  addition  to  such  transactions  as  are  indicated  in  the  preceding 
paragraphs,  the  managers  of  branches  or  of  the  head  offices  of  banks 
in  cities,  have  a  range  of  paper  before  them  of  an  entirely  ditierent 
description. 

(1.)  In  those  cities  are  located  hojises  who  import  dry  goods,  &c., 
from  abroad,  and  who  otler  the  ;.  septan ces  or  promissory  notes  of 
retail  dealers  (sometimes,  too,  of  wholesale  houses)  for  discount^ 
Such  acceptances  or  notes  come  legitimately  within  the  description 
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.)f '^'ood    disrountabh}  paper,   as  understood  in  the   large  cent  res  of 
tinaiice. 

(2  )  There  are  also  manufacturers  and  niainifacturiuLC  com- 
panies who  supply  the  wants  of  retailers  or  jobbing  houses,  and 
(ifl'er  their  paper  for  discoimt.  This  pap<;r  is  also  legitimately  dis- 
countable. 

But  it  must  not  ho  sujjixised  that  because  srich  paper  is  discount- 
able in  general,  44B*  it  is  perfectly  safe  to  discount  all  that  may  be 
offered.  There  are  the  widest  difl'erences  between  various  classes 
of  transactions.  There  is  paper  drawn  by  houses  of  h^ng  standing 
and  large  capital,  who  may  safely  be  trusted  not  to  sell  their  cus- 
tomers more  than  they  can  pay  for.  This  paper  is  first  class.  At 
the  other  end  of  the  scale  we  often  find  i)aper  drawn  by  young 
houses  of  small  means,  who  are  just  beginning  the  commercial  voy- 
age. Some  of  such  have  more  enter[)rise  than  judgment.  Their 
grand  aim  is  to  swell  the  volume  of  sales.  Conse(iuently  they  do 
not  scrutinise  too  closely  how  much  each  customer  buys,  and  a 
banker  will  findtliom  offering  the  bills  of  tliis  and  the  other  retailer 
for  thousands,  when  hundreds  would  have  been  (piite  sufficient.  In 
the  management  of  such  an  account,  the  banker's  judgment,  mem- 
ory, and  prudence  require  to  be  constantly  exercised.  The  parties 
may  hav^e  the  elements  of  ultimate  success  in  them,  and  with  a 
little  schooling  develope  into  safe  and  valuable  customers.  Or,  on 
fair  trial,  they  nuiy  prove  reckless  and  incorrigible,  in  which  case 
the  sooner  the  banker  cuts  adrift  fr.-ni  them  the  better.  r>etween 
these  are  a  wonderful  variety  of  customers,  more  or  less  good  or  in- 
different, and  a  banker  recpiires  to  have  his  wits  about  him  all  day 
long,  and  ;dl  the  year  round,  to  discriminate  between  them.  Time 
also  brings  changes.  Good  may  become  bad,  an<l  bad  good,  or  in- 
different both,  and  that  in  an  infinite  variety  of  ways,  and  in  a  very 
short  time.  His  character  book  is  the  chart  by  which  the  banker 
steers,  but  it  will  be  altogether  delusive  if  not  constantly  revised. 

M(jre  to  be  dreaded,  however,  than  the  chances  and  changes  ot 
business, is  the  olieriug  of  acconi  uiodation  paper,  thme  ui»  in  specious 
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guise  to  rcscinblo  tlu;  goiniino  article.  Thin  in  tlio  most  daiigorous 
form  of  deception  which  a  banker  can  encounter,  and  the  danger 
lies  in  the  fact  that  paj)er  is  sometimes  partly  genuine  and  partly 
spurious.  John  Smith,  for  example,  owes  a  merchant  $500,  but 
may  be  prevailed  on  to  accept  for  ii?l,000,  on  the  promise  either  that 
the  balance  shall  be  paid  by  the  merchant,  or  thatmoi'e  goods  shall 
be  sent.  Some  nierchants  have  customers  who  ai'e  little  better  than 
their  own  servants.  They  were  set  up  in  business,  and  are  kept  up 
in  business,  entirely  by  favour  of  the  ''  house,"  and  they  will  accept 
for  anything  drawn  upon  them.  Canada  has  in  former  years  sup- 
plied specimens  of  this  last  phase  of  business  on  a  gigantic  scale,  and 
there  are  some  remnants  of  it  left  even  yet.  To  ferret  out  illegiti- 
mate paper  like  this,  a  banker  needs  to  exercise  all  the  judgment 
he  is  master  of. 

Cases  of  downright  forgery  are  rare, but  merchants  in  good  stand- 
ing have  been  known  to  pass  forged  paper  of  their  own  customers 
for  conaiderabl(3  amounts,  and  for  a  length  of  time  before  discov- 
ery. The  inevitable  result  of  flight  and  ruin  of  course  followed  in 
time. 

Occasionally  a  mercantile  or  manufacturing  house  will  want  a  loan 
in  addition  to  the  discount  of  customers'  paper,  and  much  judg- 
ment is  recjuired  as  to  the  propriety  of  granting  it — on  what  securi- 
ty, for  what  amount,  and  for  what  time. 

Such  loans  have  always  a  tendency  to  become  chronic,  and  this 
more  particularly  in  the  case  of  manufacturers.  Our  banking  law^ 
wisely  prohibits  advances  by  banks  on  mortgage  (^f  real  estate,  and 
bankers  will  do  wisely  not  to  attempt  by  indirect  methods  to  tread 
such  dangerous  ground. 

Finally — the  bank  manager  in  our  cities  has  to  deal  with  foreign 
bills  of  exchange.  The  whole  of  the  preceding  observations  apply 
etjually  to  this  class  of  business,  and  with  even  greiiter  ft»rce,  in 
conse«.j^^nce  of  the  large  amounts  which  are  sometimes  in  negotia- 
tion. Merchants  in  Canada  draw  bills  on  England  against  ship- 
ments of  grain,  flour,  pork,   timber,  and  deals,     Bills  of  the  flrst- 
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named  character  are  ctften  for  very  heavy  huuih  compared  witli  tlio 
responsibility  of  the  parties  drawinj^'  them,  and  it  lias  become  a  set- 
tled practice  to  attach  to  drafts,  l)ills  of  hiding  to  tlie  order  of  the 
party  negotiating  them.  This  considerably  diminishes  the  risk, 
for  in  the  event  of  either  non-acceptance  or  non-payment,  the  bank 
can  sell  the  property  to  reimburse  itself.  In  a  falling  market,  how- 
ever, even  this  precaution  may  fail  to  prevent  loss.  The  l)anker 
therefore  requires  to  keep  himself  well  informed  of  changes  in  the 
market,  and  to  watch  their  bearing  on  the  foreign  bills  he  has  ne- 
gotiated. 

Timber  bills  are  rarely  secured  by  collaterals.  The  trade  is  in 
the  hands  of  a  very  few  houses,  and  these  of  largo  means  and  high 
credit,  whose  bills  are  readily  taken  in  the  ex'cliange  market. 

The  issuing  of  credits  for  importing  houses,  to  bo  used  in  the 
West  Indies,  China  and  Japan,  as  well  as  in  various  parts  of 
Europe,  is  now  an  important  feature  of  banking  oi)erations  in  Can- 
ada. Whether  such  credits  shall  be  secured  ])y  V)ill3  of  lading  or 
by  deposit  of  collaterals,  or  1)0  issued  entirely  on  the  responsi- 
bility of  the  "  house  "  applying  for  them  ;  what  amounts  can  be 
issued  and  kept  ailoat  at  any  one  time,  ;iro  amongst  the  many  nice 
and  diflicult  (juestions  upon  which  the  judgment  and  experience  of 
the  manager  of  a  bank  in  the  city  has  to  be  exercised. 

It  should  be  added  in  closing  this  note,  that  though,  as  a  rule, the 
classes  of  business  named  as  peculiarly  behmging  to  the  city  are 
generally  centred  there,  the  same  kind  of  business  will  occasionally 
come  under  the  review  of  the  managers  of  branches  in  the  smaller 
towns,  i.e.,  wherever  a  manufacturing  establishment  is  located, or  an 
export  business  to  foreign  countries  carried  on. 
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Lktter  JX. 
SECURITIES. 

THE     GKOUNDS      UPON     WHICH    A     BANKER    IS     ENTITLED     TO    RE- 
QUIRE   SECURITY    FOR    ADVANCES. 

pjfjjp^^ET  us  now  pass  to  the  subject  -wliicli  forms  the 
I  heading  of  this  letter.  In  certain  respects  bills  of 
^SfS.  ^^•^I'l'^iigc  come  within  the  meaning  of  "securities" 

*'  as  much  as  do  personal  bonds,  mortgages,  or  rail- 
way shares ;  but  the  usage  of  bankers  is  to  give  a 
distinctive  place  and  importance  to  bills  of  exchange  as 
such,  and  to  a})ply  the  term  "  securities  "  as  significant  of 
bonds,  stock,  title-deeds,or  other  instruments,  held  as  col- 
lateral security  for  loans,  discounts,  or  advances  ;  and  in 
this  sense  1  ])ropose  to  use  the  term.  To  apply  the  terra, 
which  is  sometimes  done,  as  synonymous  with  a  banker's 
assets,  is  to  create  confusion  :  because  a  banker's  assets  do 
not  consist  of  his  securities — which  may  greatly  exceed  in 
value  his  assets — but  of  certain  loans  or  advances  which 
constitute  liens  upon  those  securities. 

Before  entering  into  detail,  however,  it  may  be  well  to 
disabuse  your  mind  of  certain  grave  errors  which  you  ap- 
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pear  to  ontertain  on  the  ii))str}if't  <|nostiou.  "  I  ;nn  of 
opinion,"  you  tell  me,  "  that  it  should  not  be  a  rule  ahso- 
lute  amongst  l)ankers  to  re(juire  security  for  advances  ; 
that  cases  are  of  daily  oecunence,  in  the  experience  of 
every  bank  miaiager,  of  parties  of  visible  means  and  un- 
([uestionable  responsibility  requiring  advances,  whom  it 
would  be  impolitic  and  unnecessary  to  ask  security  from, 
and  who  would  be  highly  indignant  and  irreparably  of- 
fended if  you  did,  and  would  take  their  custom  else- 
where," 

But  if  the  rule  were  absolute,  their  custom  would  re- 
main, I  apprehend,  seeing  that  they  could  not  better 
themselves  elsewhere  ;  and  as  for  their  indignation,  it 
might  take  its  own  time  to  cool.  But  sup|)osing  the  rule 
to  be  absolute  with  you,  and  only  occasional  with  your 
conij^etitors,  and  much  custom  to  be  lost  to  you  in  conse- 
quence, their  gain  at  best  would  be  an  enlargement  of  their 
connexions,  at  the  sacrifice  of  sound  banking  })rinci])le. 
The  rule,  moreover,  is  absolute  with  the  Bank  of  JOngland, 
and  with  the  general  body  of  Loudon  l)ankeis  :  and  if  it 
is  practicable  in  the  very  centre  of  our  monetary  system, 
why  should  it  be  impracticable  and  impolitic  at  the  ex- 
tremities ? 

I  do  not  mean  to  assert  that  there  ma^^  not  be  indivi- 
duals perfectly  trustworthy  without  security  ;  but  I  do 
assert  that  no  one  whatever  is  so  trustwortliy  without 
security  as  with  it.  I  know  many  whose  individual  i-es- 
[)onsibility  I  v/ould  consider  undoubted  for  large  amounts  ; 
but  neither  is  my  judgment  infallible,  nor  have  I  the  gift, 
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any  more  thnii  my  iieif^libours,  of  foi-osooirif^  misfortiines 
that  may  overtake  and  ruin  tlie  best  of  men.  Now,  re- 
verses of  fortune  have  overtaken,  and — unless  the  ordi- 
naiy  course  of  things  l)ceonie  materially  clianged  for  the 
better — they  will  continue  to  overtake  j)ersoiis  of  the 
largest  property  and  responsibility  now  and  then. 

Have  you  fairly  taken  this  consideration  into  acccjunt  'i 
Say,  for  example,  that  for  a  gentleman  of  "  visible  means 
and  unipiestionable  res])onsibility,"  you  discount  his  ja-o- 
missory  note  at  three  months'  date  for  c£l,()0(),  without 
security,  as  you  })ropose.  Takino-  all  the  expenses  of  your 
branch  into  account,  your  cleai'  j)roiit  upon  the  transac- 
tion will  be  limited  to  your  commission  upon  it — that  is, 
5s.  ])er  cent,  for  discounting  the  bill,  and  a  similar  rate  for 
retiring  it  when  due  (if  it  shall  ha|)])en  to  be  met),  in  all 
£o.  Now,  should  this  bill  become  a  total  loss — and  like- 
lier instruments  become  so  daily — it  follows  that  you  will 
7-equii-e  to  iViscouuthvo  h  undred  fresli  hills  of  £l,Oi)0  each, 
or  encovniter  fresh  risks  to  the  amount  of  i^20(),()0(),  to 
make  up  your  loss. 

Now,  in  grave  earnest,  are  the  chances  200  to  1  in  fa- 
vour of  any  individual  whatever,  that  he  will  meet  his 
promissory  note  when  due  ?  Out  of  any  200  advances 
made  to  individuals,  however  responsible,  without  colla- 
teral security,  is  it  a  moral  certainty  that  (dl  will  be 
faithfully  repaid  ?  And  yet,  if  but  one  fail  you — if  out 
oi  a  coui)le  of  hundred  different  advances  made  without 
security,  even  199  are  punctually  repaid  and  07zenot,  you 
have  run  this  enormous  amount  of  I'isk  for  nothing — the 


i 


SErURTTTES. 


91 


f' 


liOOtli  piirt,  of"  tlic  |)i'inrij»;il,  it'  lost,  swnllows  iij)  yoin-  rii- 
tire  profit  nj)on  tlio  transactions.* 

The  only  safe  course,  tliorcforo,  is  never,  in  nny  instance, 
to  (lej)art  from  tlio  princij)!^.  ft  is  not  enongli  tluit  you 
have  done  so  in  a  variety  of  eases  sueeessfully,  lun^ause 
onesolitnry  reverse  swallows  ii])  the  entire  fi'uits  of  yonr 
successes.  What  would  it  comfort  you  that  a  Idokcn- 
kneed  horse  had  cai'Hed  3'ou  a  lon^'  day's  journey,  nnd 
only  came  down  in  sij^dit  of  your  resting-place  ?  An<l 
yet  the  principle  wiiich  you  advocate,  of  makin^;  advances 
in  certain  cases  without  security,  has  hroken  down  so  often, 
and  so  miserahlv ,  that  those  who  trust  to  it  meiit,  for 
their  temerity,  the  bruises  and  mud  which  inevitably 
await  them. 

It  may,  as  you  state,  be  a  trial  to  your  fecdint^s  to  ha\'c 
to  refuse  an  advance  to  a  gentleman  of  ex<-el]ent  f;nnily 

*The  view  of  profit  here  laid  down,  restricting  it  to  tlio  two  eoin- 
missions  and  leaving  out  the  interest,  will  probably  be  a  surprise  to 
many. 

The  profit  of  a  banker  is  generally  considered  to  include  tlio  in- 
terest on  a  transaction,  as  well  as  the  commission. 

Reflection,  however,  will  .show  that  the  view  tal<en  by  the  author 
is  strictly  correct. 

A  banker  can  always  secure  mere  interest  on  his  funds,  and  that 
without  incurring  risk,  by  accepting  a  lower  rate  than  he  can  ob- 
tain by  discounting. 

The  indncement  to  disc(>unt,  therefore,  is  the  diti'erence  between 
this  mere  interest  rate,  and  the  amount  that  can  be  made  by  dis- 
counting a  note  or  a  line  of  commercial  paper.  This  difference  may 
be  in  the  shape  of  a  commission  or  a  draft.  (»r  the  protit  on  circula- 
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and  disposition,  with  whom  probably  the  provious  dny 
you  have  dined,  and  with  whom  you  are  in  the  habit  of 
constant  and  friendly  intercourse.  But  this  is  on  the 
hypothesis  that  a  banker  is  entitled  to  havv  feelings, 
which,  however,  the  best  authorities  distinctly  deny. 
"  Business  is  business,"  they  will  tell  you ;  and  there  is 
no  more  occasion  for  the  exercise  of  "  the  feelings"  in  de- 
clining to  lend  a  gentleman  money  witl  out  security,  than 
in  declining  to  make  a  bet,  or  go  a  vo3'age,  or  maka  a 
tour  with  him,  or  anything  else  that  is  simply  inconve- 
nient. It  may  be  an  amiable  weakness  to  think  and 
act  otherwise;  but  if  a  bad  debt,  or  a  series  of  them,  is  to 
be  the  price  of  this  amiability,  the  sooner  your  disj)osi- 
tion  is  soured  the  better.  I  would  remark,  further,  that 
the  gentleman  who  places  you  in  the  unamiable  position 
of  having  to  refuse  his  cheque,  is  himself  the  ago-ressor. 
And  as  by  that  act  he  shows  no  respect  for  your  feelings, 
it  does  not  appear  up(m  what  ground  you  are  called  upon 
to  show  any  unusual  tenderness  for  his. 

When  a  gentleman  of  property  obtains  a  loan  from  a 
private  individual  (to  view  the  subject  from  another 
point),  the  usual  basis  of  the  loan  is  a  mortgage  u[)on  the 
property  of  the  borrower — an  instrument  attended  with 
an  expense  which  renders   the  terms  of  the  loan  always 

tion  of  notes,  or  a  considerable  balance  constantly  left  at  credit ; 
or,  in  the  absence  of  any  of  these,  it  may  be  in  the  shape  of  a  higher 
rate  of  discount.  The  true  profit  of  a  banker,  therefore,  consists 
of  this  difference,  however  it  may  be  caused.  This  is  his  profit  as 
a  banker,  and  any  calculation  of  risks  should  be  on  this  basis. 
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heavy,  oftentimes  excessive.*  It' the  private  lender,  then, 
obtains  security  for  his  loan  from  men  of  the  best  property 
in  England,  not  only  witliout  a  grudge  but  as  a  matter  of 
course,  upon  what  ground  is  the  banker  called  upon  to 
make  advances  without  security  ?  His  money  is  as  pre- 
cious to  him,  I  apprehendj  as  money  generally  is  to  other 
people;  although,  certainly,  to  hear  some  persons  talk — 
and  sensible  people  enough  in  other  respects — you  might 
be  led  to  suppose  that  this  were  not  so,  but,  on  the  con- 
trary, that  a  banker's  resources  were  inexhaustible  ;  and 
that  losses  were  of  little  or  no  accouilt  to  him,  because  of 
some  mysterious  agency  whereby  he  can  create  money  to 
any  amount  at  will.  They  fancy  that  we  have  got  the 
gift  of  Midas,  but  innocently  give  us  credit  for  having  got 
his  ears  as  well. 

But  it  will  be  argued  that  there  is  a  material  difference 
betwixt  a  temporary  advance,  such  as  is  usually  obtained 
from  a  banker,  and  the  permanent  loan  which  is  usually 
obtained  on  mortgage.     There  is  this  difference,  certainly: 

Note  hy  the  A  uthor  : 

*  Since  this  was  written,  happening  to  enter  into  converwation  \vith  a  legal 
gentleman  on  the  subject,  he  informed  me,  by  way  of  illustration,  that  he 
had  just  received  for  perusal  on  behalf  of  a  client  of  hit*  a  mortgage  deed  for 
£150,  extending  over  five  skins  of  parchment,  and  that  the  probable  cost  of 
the  instrument  will  be  £25  !  The  money  beai-s  5  per  cent,  interest,  and  is 
repayable  at  six  months' notice.  Conseciuently,  if  the  unfortunate  borrower 
has  to  pay  the  money  at  the  end  of  the 
First  year,  he  will  have  paid  for  his 

loan,  equal  to  interest  at  the  rate  of  21§  per  cent. 

II  at  the  aud  oi  the  second  year 13^         " 

If  at  the  end  of  the  third  year 10  o-Dths  per  cent, 
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there  is  less  chance  of  any  one  wasting  his  patrimony  in 
tliree  montlis  than  in  three  years  ;  and  whatever  you  can 
make  out  of  this  difierence  in  favour  of  advances  with- 
out security,  you  may.  But  bear  this  in  mind — the  mo- 
nie!it  your  money  goes,  you  have  only  left  you  a  promise 
in  its  stead — a  promise  that  may  or  may  not  be  fulfilled, 
according  to  circumstances  ;  but,  in  the  case  of  the  mort- 
gagee, lie  has  not  only  a  promise,  but  a  something  besides, 
which,  generally  speaking,  will  render  that  [vromise  effec- 
tual. Once  your  money  is  advanced,  for  whatever  period, 
the  risk  is  taken  ;  and  the  question  is,  not  whether  the 
risk  shall  be  taken  for  days,  months,  or  years,  but  whether 
it  shall  be  taken  at  all  ? 

If  a  banker  in  his  business  capacity  stood  exactly  in 
the  same  i)osition  as  any  other  individual  of  the  commu- 
nity, there  could  be  no  objection  to  his  lending  out  mone^^s 
without  security  (if  such  was  his  humour),  on  the  princi- 
ple that  a  man  has  a  right  to  do  what  he  likes  with  his 
own ;  and  in  the  case  of  a  private  banker,  we  cannot  rea- 
sonably object  to  his  disposing  of  his  oiun  capital  to  its 
full  extent,  in  any  manner  he  may  consider  most  condu- 
cive to  his  own  interests.  But  as  one  of  the  managers  of 
a  joint-stock  bank,  you  cannot  claim  even  this  extent  of 
latitude,  because  even  your  capital  proper  is  not  the  pri- 
vate pro[)erty  of  ^^our  directors  and  managers,  but  of 
other  persons  as  well ;  and  therefore  constitutes  a  trust 
as  much  as  the  moneys  do  which  lie  in  your  hands  and 
constitute  your  deposits. 

1  hold,  therefore,  that  the  same  principle  which  recog- 
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nises  trust-money  as  sacred  to  tlie  ]nirposes  of  the  trust, 
is  not  less  applicable  to  the  entire  capital  and  resources  of 
a  j(>int-stock  bank;  and  as  the  safety  of  the  principal  in 
the  matter  of  trust  funds  is  always  pai'amonnt  to  the  ([ues- 
tion  of  interest,  so  the  safety  of  your  proj)rietors'  capital 
and  customers'  deposits  should  be  j^aramount  at  all  times 
to  the  ([uestion  of  the  dividends  upon  your  stock. 

If  the  principle  of  requiring  securities  for, "advances,  in 
all  cases,  without  respect  of  j)e)'sons,  had  been  adopted 
from  the  outset  of  joint-stock  banking  in  Ensj!;hind,  and 
rigidly  adhered  to,  less  business,  perhajjs,  woidd  have  been 
transacted  by  the  banks,  and  lower  rates  of  dividend  de- 
clared, and  paid  ;  l)ut  the  business  done  would  at  least  have 
been  more  legitimate,  and  the  dividends  declared  less 
fictitious.  Many  ])ersons  of  sanguine  disi)ositions  wouUl 
have  certainly  been  deprived  of  the  means  of  speculation, 
but  at  the  same  time  numerous  families  who  had  staked 
their  all  in  bank  shares  would  have  been  saved  from  ruin. 

It  would  be  a  curious  and  instructive  calculation  (were 
it  possible)  to  ascertain  what  has  been  the  exact  cost  to 
joint-stock  banking  in  England,  of  adrances  made  with- 
out securit3^  In  one  scale  place  the  total  amount  of  pro- 
fits realized,  and  in  the  other  the  total  losses  sustained 
upon  uncovered  advances,  and  who  shall  doubt  which 
scale  shall  instantly,  and  with  a  vengeance,  kick  the  beam  ? 

The  losses  arising  out  of  uncovered  advances,  within 
very  recent  memory,  indeed,  have  been  of  a  magnitudo 
sufficient,  one  might  suppose,  to  impress  upon  the  minds 
of  bankers,  one  and  all,  with  a  force  that  should  be  irre* 
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sistible,  the  danger  of  such  advances,  and  the  necessity  of 
rendering  security  henceforward  a  sine  qua  noii  for  money 
lent  or  advanced. 

To  give  to  this  principle  immediate  and  general  effect 
would  iio  doubt  require  a.  greater  degree  of  concert  on 
the  part  of  banks  throughout  England  than  at  present 
exists  :  and  it  is  unquestionable  that  no  bank  can  act  upon 
the  principle  rigidly,  wliilst  its  immediate  competitors 
play  fast  and  loose  with  it,  without  sustaining  a  consid- 
erable diminution  of  business.  But  against  the  loss  of 
revenue  consequent  upon  a  diminution  of  your  business, 
place  the  losses  that  may  be  attendant  upon  a  continu- 
ance of  the  present  system,  and  the  probability  is,  that 
in  the  long  run  the  loss  would  prove  a  gain. 

That  section  of  the  public  who  have  acquired  the  habit 
of  drawing  cheques  with  a  comfortable  indifference  as  to 
the  state  of  their  balances,  and  who  have  come  to  regard 
an  overdraft  less  as  a  favour,  apparently,  than  ;v>  a  matter 
of  custom  and  right,  would  naturally  exclaim  against  the 
adoption  of  a  principle  that  would  bind  them  down  to  a 
more  rigid  system  of  business  and  a  diminished  laxity  of 
credit ;  but  once  the  principle  became  general,  and  was  un- 
derstood and  recognised  as  a  fundamental  rule  of  bank- 
ing, the  cry  would  subside,  as  many  a  stronger  and  bet- 
ter-founded cry  has  done  before. 
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^ECURITIE^-Contlnited. 

PERSONAL  OUARANTHKS— DEPOSIT  OF  TITLE  DEEDS—INELKJI- 
PILITY  THEREOF  AS  A  UANKINCi  SECURITY,  LN  THE  PRESENT 
STATE  OF  THE  LAWS  AFFECTINtl  REAL  PROPERTY. 


^ilT  was  the  object  of  my  last  letter  to  convince  you 
HJ!  ^}^'^^  ^^  ^^'^•'^  <^^^«  banker's  (Uity,  as  well  as  bis  riirbt, 
^J0  invarlahlu  to  demand  seen, ' it y  for  adviUioe,s.    let 
us  now  proceed  to  inquire  ivhat  description  of  se- 
curity a  l)anker  should  demand  or  take. 

I  apprehend,  then,  that  if  a  baid<er  has  any  one  object 
more  than  another  in  view  when  he  stipulates  that  an 
advance  shall  be  covei-ed   by  security,  it  is   this  :    that, 
failincr  the  ])unctual   rei)ayment  of  the  advance  by  the' 
borrower  himself,  the  security  taken  shall   be  such  as  to 
ensure  the  due  fulfihnent  of  the  engagement  without  him. 
If  the  security  is  not  taken  with  this  view  and  for  this 
specific  end,  it  becomes  a  reasonable  inquiry  what  the 
security  is  taken  for  ?     I  am   quite  aware  that  in  cases 
where  security  is  demanded  mov^ly  pro  forma,  because  of 
a  f^iith  in  the  responsibility  of  the  borrower  without  secu- 
rity, a  certain  laxity  is  apt  to  prevail;  and  that  securities 
thus  taken,  when  a  reverse  comes,  are  stroncrly  sucro-es- 
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tiv(!  i)i'  tlic  Ik'HoI'  that  tliey  must  liav(i  Uecii  taken  for 
something  else,  seeing  their  total  ina(le(juacy  foi*  their 
ostensible  purpose.  But  this  is  beside  the  question,  and 
is  only  illustrative,  not  vindicative,  of  a  departure  from 
sound  principle.  The  secunty  taken  by  a  Ijanker,  I  re- 
peat, ought  to  be  such  as  to  secure,  to  the  best  of  his 
judgment,  simply  what  it  professes  to  secuie,  viz.,  the 
punctual  re[)aynient,  in  case  of  need,  of  the  advance 
which  it  is  taken  to  cover.  In  this  self-evident  derini- 
tion  we  are  furnished  with  a  gauge  wherewith  to  mea- 
sure the  claims  of  any  instrument  whatsoever  to  rank  as 
a  proper  banking  security  ;  and  I  now  proceed  to  apply 
the  gauge  accordingly  to  those  contents  of  your  "  Regis- 
ter of  Securities,"  which  you  have  furnished  me  with,  by 
way  of  sample. 


"Personal  Guarantee  by  B- 


to  secure  repay- 

ment  of  advances  to  John  Smith  to  the  extent  of  £1,000." 

Your  remark  upon  this  security  is  :  "  I  know  Mr.  B.  to 
be  possessed  of  unincumbered  [)roperty  to  the  full  value 
of  the  guarantee."  But  if  you  do  not  know  Mr.  B.  to  be 
possessed  of  property  to  a  much  larger  amount  than  that 
expressed  in  the  guarantee,  I  greatly  question  the  pro- 
priety of  your  having  taken  him  as  security  for  anything 
like  the  money  ;  because,  if  Mr.  Smith  should  fail  to  re- 
pay these  advances,  could  his  surety  at  once  make  up  the 
deficiency  ?  If  not,  the  security  is  unsound.  It  is  alto- 
gether an  erroneous  and  dangerous  conclusion — although 
a  common  one — that  a  man  is  good  security  to  a  bank 
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for  ivhiffo'tr  /"'  >x  v'orfh.  He  is  (rood  security  to  ;i  lumk 
for  what  lu;  cjin  i-eadily  and  coiiveiiiently  I'AV,  ovei'  and 
above  his  other  engagements,  and  tor  no  more. 

The  question,  therefore,  is  not  wliat  you  can  eventually 
scjueeze  out  of  a  man,  hut  wiiat  lie  can  at  any  time,  and 
without  ditHculty,  })ay  on  demand  ;  that  is  the  measure 
and  tlie  extent  of  his  eligihility  as  a  surety.  Jf  you  take 
him  as  surety  for  7710^6'  tlian  this,  you  do  liim  a  serious 
disservice  ;  l)ecause  you  there! »y  become  a  part}'  to  his 
undertaking  a  risk  that  may  involve  him  and  his  family 
.some  day  or  another  in  difficulties — perha})s  ruin. 

It  is  a  tolerably  certain  case,  that  if  a  party  is  called 
upon  to  pay  a  guaiantee  fo"  a  sum  ecpiivalent  to  all  that 
he  is  worth,  you  must  either  compound  with  him,  or 
break  him  uj).  Now,  a  party's  estate  or  ]»ropeity  has 
always  two  values,  viz.,  a  value  to  himself  and  a  value 
to  his  creditors — a  value  before  and  a  value  after  bank- 
rui)tcy.  A  man's  furniture  and  plate,  his  hou.se  and 
grounds,  his  books  and  j)ictures,  his  stock-in-trade  and 
book-debts  have  cost  him  a  certain  sum,  and  it  would 
take  an  equal  sum  to  rej)lace  them  ;  but  send  such  an 
estate  through  the  Court  of  Bankru])tcy,  and  it  will  not 
be  the  fault  of  that  remarkable  in.stitution  if  you  know 
the  estate  when  you  see  it  again.  When  you  receive  the 
first  dividend-warrant,  your  natural  impression  will  be 
that  there  must  be  a  great  mistake  somewhere  ;  which 
no  doubt  there  is,  our  .system  of  bankruptcy  being  about 
the  greatest  mistake  now  extant.  I  have  seen  a  goodly 
but  small  estate  go  into  Coui-t  with  fair  promise  of  15.s. 
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in  tlio  pomwl,  i<'npjiear,  Jifter  tlu*  ln|>s(^  of  years,  in  the 
shape  of  a  first  and  final  dividend  of  a  shillinf^j  and  a 
painfully  minute  fraction  of  a  [)enny  in  the  pound  to 
everybody.  Even  if  you  take  the  milder  jnoeess  of  an 
assignment  and  bring  the  estate  to  the  hammer,  the  re- 
sult will  be  extremely  disastrous;  the  value  to  the  owner, 
and  the  value  whieh  the  articles  will  realize,  will  present 
some  such  diH'erence  as  may  be  presumed  to  exist  betwixt 
the  value  of  a  steam-engine  in  full  working  order,  and  tlic 
value  of  the  same  engine  if  you  break  it  u[)  and  sell  it  for 
old  iron. 

To  find  the  amount,  therefore,  for  which  any  given  in- 
dividual is  i)roper  security  to  a  bank,  a  safe  rule  to  follow 
is  this  :  ascertain,  as  accurately  as  it  is  possible  to  ascer- 
tain, liis  presumed  wealth,  divide  this  by  ten,  and  the  re- 
sult will  be  the  sum  i-equired. 

You  will  smile  at  this  novel  ap[)lication  of  the  rule  of 
division.  But  express  the  })ro})osition  in  other  words  ; 
say  that  a  man,  presumed  to  be  worth  ^£5,000,  is  good  se- 
curity to  a  bank  for  .£500,  and  the  novelty  will  not  ap- 
pear so  startling.  With  this  observation  1  pass  to  your 
next. 


ii 


"Deposit  of  Deeds  (nineteen  in  number)  constituting 
the  title  of  Edward  Fincliant  to  the  favTn  of  Oahfiehh, 
tvith  Menioranduni  hjj  the  said  E.  F.,  depositimj  them  in 
the  hands  of  the  hank  as  security  for  advances  to  himself 
to  the  amoitnt  o/ £2,000." 

I  take  it  for  granted  that  you  have  the  very  best  au- 
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thority  for  l)eli('ving,  as  you  state,  tliat  l\w  t'arm  is  "  nni- 
))ly  woith  t'2, •')()()  ;"  tliat  you  know  i\w  property,  itsj)osi- 
tion,  resources  and  fertility  intimately  ;  and  that,  in 
sliort,  you  \voul«l  not  hesitate  to  ^nve  tlie  money  for  it 
yourself  to-morrow,  if  you  had  tlie  ujoney  to  invest.  Am 
I  eoireet  in  this,  or  is  your  knowleilge,  as  is  too  often  tlie 
ease,  the  result  of  men;  liearsay,  and  your  eliief  authoi'ity 
it;  tlie  matter  Mr.  Finehant  liimself  ? 

You  Iwive  not  ])erused  the  deeds  yoinself,  you  admit, 
hut  feel  (juite  eonfident  tliat  Mr.  Finchajit's  solicitor  saw 
that  the  title  was  very  clear  hefoic  he  would  have  allow- 
ed  his  client  to  pay  the  consideration  money.  This  m.ay 
he  true  ;  hut  would  you  he  satisfied  vyo?n'w/f  to  take  the 
title  on  this  showing,  supposing  you  were  to  hecome  pur- 
chaser of  the  farm  on  your  own  account  ?  Mi'.  Finchant's 
title,  moreover,  is  now  rather  an  old  one  :  it  is  old  enough, 
at  all  events,  to  have  ])ermitted  the  execution  of  certain 
settlements,  deeds  of  gift,  and  the  like  ;  instruments 
which,  I  need  not  remind  you,  do  not  necessarily  accom- 
|)any  the  deeds  which  constitute  the  direct  title  to  a  pro- 
peity,  nor  are  necessarily  acconi})anied  hy  them.  As  the 
sign-board  over  a  sho])  door  does  not  of  n'^cessity  indicate 
the  legal  owner  of  the  goods  within,  neither  does  the 
ultimate  deed  of  a  series,  o/zY.st'//',  always  indicate  the  real 
owner  of  a  property.  It  is  not  absolutely  impossible  that 
Mr.  Edward  Finehant  may  he  his  own  grandfather  (if  I 
may  so  speak),  because  thei'e  is  nothing  in  the  name  itself 
to  j)reeludt>  its  having  run  in  the  family  foi-  genera- 
tions. 
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Vnii  oxciiMO  yonrsclf,  T  sec,  f'nmi  liMviiijjj  jHTUstMl  tlie 
(1(!(m1s,  on  llif  nrcoinid  that  you  would  imt  Im-  miuc1»  wiser 
if  you  \\iu\  ;  wliicli  I  fliiuk  rxtrt'iiiriy  |»i()l)al)K'.  iJut  your 
plua  tor  not  liMviu;^  sulnnitti'tl  tliein  to  tlic  pcru.Nal  of  your 
solicitor  is  indcfVnsilihv  Mr.  Kiuchant,  you  assure  me, 
would  iicNcr  liavc  suliuiittrd  to  tlie  expense.  Ijy  such  a 
plea  as  this  ym  '^Wv  me  tlie  ri;^dit  to  intci-,  that  if  Mr. 
Fii»cliant  ha<l  ohjeeted  to  the  interest  upon  the  advance, 
3'ou  would  iiave  ahated  that  as  well.  'IMiis  L,^cntKMnan 
came  to  horrow  from  you  £2,000,  and  the  main  condition 
of  the  arrangement,  I  presume,  was  that  in  consideratiou 
of  your  Iendf.,n-  him  that  sum,  he  would  place  certain 
scM'uritics  in  your  hands.  He  coidd  liardlyhavt;  supposed 
that  you  would  have  taken  his  deeds  "  in  the  lump"  as  a 
valid  security.  He  must,  thertifoi-e,  have  heen  conscious 
tliat  to  render  tlie  secuiities  sjitisfactoiy  to  y<ni,  they 
would  have  to  l»e  periised  hy  your  solicitor.^,  and  that 
lawyers,  as  a  class,  are  not  prone  to  j)erusinL(  title-diseds 
and  <^ivin^L^  lesponsihle  opinions  upon  them  f'oi'  nothing. 
But,  if  Mr.  Finchant  was  unconscious  of  all  this,  it  was 
your  duty  to  hrinij  him  to  his  senses  by  declining  the 
transaction  upon  any  other  terms. 

\i',  instead  of  a  hiown  )ia})er  ptircel,  [)urporting  to  con- 
tain the  title  to  the  farm  at  Oaktields,  Mr.  Finchant  had 
brought  you  a  box  allegiMl  to  contain  the  value  of  £2,000 
in  ingots  (jf  gold  and  silver,  and  U[)on  the  strength  of  this 
allegation  3'ou  had  made  the  advance,  and  discovered, 
wlien  too  late,  that  the  box  containi'd  brickbats  only — 
would  it  be  any  excuse  for  your  want  of  caution  that  you 
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cuuM  not  liiivc  ('stiniatcMl  (lie  valiif  of  the  iiiia<j;'mjiry 
iiii^'ots  witli  any  'li'j^nvc  of  accuracv  ? 

I)iit,  tor  tlH3  sake  oj"  ar^uinciit,  I  will  assnnn'  (liat  tlir 
(loeds  in  (jucstion  ically  ;^^iv(>  to  Mr.  Kindiant  a  ^ood  and 
valid  title  to  the  |)ro]>crty,  and  tliat  you  liavf  a  {.,'ood 
c([uital)h'  inortf^agc  or  lion  u|)on  it.  tln-oui,di  your  nii'iuo- 
randuni  of  deposit.  In  the  event,  then,  of  Mi".  Finchant 
failing  to  repay  his  advance  at  the  stii)ulat(Ml  time,  will 
tl»e  security  wldehyou  hold  (Miahle  you  instantly  to  reim- 
burse 3<jurself?     1  apprelicnd  not. 

You  will  find  yourself  in  a  ^>  sition  not  unknown  to  a 
certain  eminent  statesman  o^  the  da}',  vi/.,  witli  three 
courses  Ijefore  you.  Vou  ■  lay  endea  .  our  to  ])ersua(ie  Mr. 
Finchant  into  concui'r(  iice  in  .  n  imnuMliate  sale  of  tlu^ 
])roperty  (an  extremely  doubtful  event).  Secrondly,  you 
ma}'  indueesome  mutual  friend  and  cre<litor  to  make  him 
a  bankrupt — if  haply  lie  is  eligible,  and  wihhin  the 
meaning  of  the  Act — in  which  case  a  conveyance  may  be 
had  through  his  assignees;  or,  lastly,  you  may  file  a  bill 
against  him  in  ( 'hancery.  Such  are  the  i)roceedings 
necessary  for  you  to  realize  your  rights  under  what  is 
pleasantly  styled  an  "eciuitable"  mortgage. 

But  the  right  to  sell  and  convey  being  obtained  at  last, 
we  shall  sup))ose  by  ))ersuasion,  oi*  bankruptcy,  of  a 
Chancery  suit,  or  otherwise,  it  does  not  absolutely  follow 
that  you  will  immediately  find  a  purchaner  for  the  pro- 
perty. The  chances  are,  that  the  highest  offer  will  be  con- 
siderably less  than  the  lowest  figure  that  you  will  eon.sfjnt 
to   take  ;  nor  is  this  at   all   inexplicable -because  if  the 
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purchaser  is  to  suit  your  convenience  n.s  to  time,  he  will 
suit  his  own  as  to  price.  If  you  will  not  lot  him  liave  it 
at  that  price,  he  can  wait — he  is  in  no  hurry.  You  cannot 
wait  to  sell :  he  can  wait  to  buy.  Possibly  you  put  in  a 
reserve  bicldini,^ — buy  the  property  in,  and  regularly^  en- 
ter into  possession  ;  that  is,  if  you  are  permitted  to  do  so 
without  having  recourse  to  an  action  of  ejectment — a 
process  not  unfamiliar  to  English  law.  Your  original  claim 
upon  the  property  has  meanwhile  been  seriously  aug- 
mented by  law-costs  and  arrears  of  interest ;  and  after 
months  of  vexation  and  delay,  you  find  yourself  absolutely 
possessed,  at  last,  of  a  security  which  will  yield  you  in- 
terest at  the  rate  of  perhaps  3  or  3J,  per  cent.,  provided 
you  get  a  good  tenant ;  whilst  the  period  for  repayment  of 
the  original  advance  has  become  altogether  indefinite. 

Any  practical  banker,  who  has  had  to  realize  under  an 
"ecpiitable  mortgage,"  will  tell  you,  that  in  what  T  have 
said  upon  the  subject  I  have  rather  under  than  over-stated 
the  case.  I  speak,  unhappily,  fiom  a  too  extensive  expe- 
rience of  the  description  of  security  in  question  ;  and  if 
time  permitted,  or  the  occasion  required,  I  could  extend 
the  list  of  the  difficulties  and  dangers  which  surround 
the  "  eijuitable  lien,"  as  a  banking  security,  to  a  tedious 
and  formidable  length.  But  enough,  I  trust,  has  been 
said  to  induce  you  to  eschew  it  for  the  future,  until 
such  time,  at  least,  as  a  radical  reform  shall  have  been  ef- 
fected in  the  law  relating  to  the  transfer  of  real  property 
in  England. 
\    Of  all  the  burdens  which  aHi'ct   the  hind  of  Euirland. 
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amongst  the  heaviest  are  the  laws  ho  jealously  enacted  |  f  « 
and  strinf^^ently  iiplield  tor  its  protection  and  j'dvantjii^e. 
By  means  of  these  laws,  the  finest  security  which  you 
can  touch,  in  point  of*  steadiness  of  value,  is  i-cndcrcd  the 
very  worst  which  you  ca,n  adopt  in  every  other  resj)e(;t. 
Hen(;e  "real"  security  as  a  basis  for  advances  is  sliuiuu'd 
by  all  prudent  bankers;  and  hence  the  de|»osits  in  the 
agricultural  counties,  instead  of  being  k(!pt  at  home  to 
develop  the  agricultural  resources  of  the  districts  out  of 
which  they  arise,  go  to  seek  employment  in  the  more 
eligible  securities  offered  l)v  the  commercial  districts. 

It  is  not  so  in  Scotland,  where  the  pahlic  re(jLstr<Uioii 
of  deeds  is  rended  compulsory,  and  a  sure  means  afforded 
to  ascertain  the  real  owner  of  a  property,  and  what  set- 
tlements and  encumbrances  affect  it,  even  without  refer- 
ence to  the  title-deeds  themselves.  In  dealing  with  the 
landowners,  great  and  small,  therefore,  the  Scottish  bard<- 
ers  liave  an  exact  knowledge  of  the  position  of  their  pro- 
perties ;  and  that  fact  of  itself  would  go  far  to  account  for 
the  comparatively  large  amount  w^hich  the  Scottish  banks 
are  usually  under  advance  to  the  landed  interest.  And 
that  these  advances  have  been  mainly  instiu mental  in 
developing  the  agricultural  resources  of  vScotland,  and 
brinfrino;  into  cultivation  wastes  that  otherwise  would 
have  remained  in  native  desolation  and  sterility — wastes 
of  which  we  have  counterparts  in  England,  Wales  and 
Ireland  to  this  day,  millions  of  acres — is  not  so  much  a 
matter  of  opinion  or  theory,  as  of  history  and  fact. 

If,  then,  the  compulsory  registration  of  all  deeds  what- 
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soever  relating  to  real  property,  has  had  such  beneficial 
effects  to  the  landed  interest  ot  Scotland,  it  is  only  rea- 
sonable to  inter  that  a  similar  law,  if  adopted  in  Eng- 
land, would  in  process  of  time  have  the  like  beneficial 
efiects  here.  But,  to  be  of  any  practical  avail,  the  law  of 
registration  must  be  not  merely  optional — as  proposed  in 
a  Bill  introduced  into  the  House  of  Commons  early  last 
session — but  com})ulsory.  To  render  the  registration  op- 
tional, would  be  sini})ly  to  keep  open  a  door  for  the  con- 
tinuance of  those  very  abuses  which  it  is  the  chief  })urpose 
of  registration  to  i-ender  impracticable,  and  abolish.  You 
might  as  well  make  it  optional  for  bankrupts  to  render 
true  accounts  of  their  estates  and  effects. 

But  we  must  not  stop  here  ;  we  must  do  something  also 
tofadlitaU  the  transferor  real  property  in  England,  if  we 
would  elevate  the  equitable  mortgage  to  that  estimation 
amonfjst  bankers  which  its  steadiness  of  value  would  ofive 
it  above  nearly  all  other  descriptions  of  security.  That  a 
"  conveyance  "  of  real  property  can  be  rendered  as  easy 
of  transfer  as  a  bill  of  exchange  or  a  share  in  a  railway,  I 
do  not  antici[)ate  ;  but  that  the  conveyance,  as  it  now  ob- 
tains, couM  be  shorn  of  its  obscure  verbiage,  preposterous 
tautology,  and  bewildering  length,  all  reasonable  people 
hope  and  believe  to  be  within  the  range  of  possibility. 
If  the  first  bill  of  excliange  had  been  framed  by  a  regular 
"conveyancer,"  reduced  to  shape  in  a  connnittee  of  the 
whole  House,  and  been  under  the  periodical  correction  of 
Parliament  ev(!r  since,  it  becomes  a  curious  speculation 
what  form  and  dimensions  it  would  have  attained  by  this 
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time.  It.  is  not  iiriprobahle  that  an  instrument  altogether 
matchless  for  its  simplicity  and  comprehensiveness  in 
title,  form  and  use,  would  ere  now  have  become  as  erudite 
in  foi-m  and  mysterious  in  purpose  as  those  instruments 
with  which  the  ancient  co-[)artnership  of  John  Doe  and 
Richard  YIoq  has  had  an  immemorial  hut  not  veiy  obvious 
connection.* 


*Iii  Canada,  liappily,  all  that  is  here  indicated  as  desirable  has 
been  accom[)li.shed  long  ago.  Our  system  of  registration  is  aduiir- 
al)ly  complete,  and  the  facilities  for  the  transfer  of  real  estate  are  as 
extended  as  is  possible  from  the  nature  of  the  case. 

Notwithstanding  all  this,  it  is  wisely  prohibited  to  the  banks  of 
Canada  to  make  advances  on  the  security  of  real  estate.  A  long 
course  of  bitter  experience,  especially  in  the  history  of  the  late  Bank 
of  Upper  Canada,  has  demonstrated  how  disastrous  are  the  conse- 
<piences  of  relying  on  it  as  a  banking  security.  It  can  never  be  too 
strongly  insisted  on,  or  too  constantly  remembered,  that  every 
debt  due  to  a  banker,  whether  in  the  shape  of  direct  promissory 
notes,  or  bills  of  exchange,  should  be  represented  by  saleable  mer- 
chandise, and  a  banker,  in  revising  periodically  his  long  lines  of 
paper  discounted,  is  bound  to  ajjply  this  test  to  them  all. 

What  merchandise  does  this  rest  on  I  is  a  question  which  is  perti- 
nent to  every  transaction,  and  in  the  proportion  in  which  it  can  be 
answered  satisfactorily  are  a  banker's  assets  good  or  otherwise . 

When  an  account  appears  to  be  assuming  an  \nisati.sfactory  shape, 
it  is  of  course  competent  for  a  banker  to  take  any  additional  secu- 
rity he  can  get.  Even  here,  however,  considerable  judgment  is  re- 
([uired,  for  if  a  property  is  already  mortgaged,  and  he  is  tempted 
to  pay  oil'  the  encumbrance  under  some  delusive  estimate  of  value, 
he  may  lind  that  he  has  increasid  a  V>ad  del)t,  instead  of  gittinu  se- 
curity for  it. 
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This  is  particularly  likely  to  be  the  case  where  the  property  is 
of  the  nature  of  mills,  factories,  wild  lands,  and  town  or  village  lots. 
The  value  of  all  such  property  is  fluctuating,  and  depends  entirely 
on  the  condition  of  trade  in  the  locality.  It  is  generally,  also,  es- 
timated far  beyond  its  fidliug  value. 

Bankers  in  Canada  will  doubtless  remember  that  a  deposit  of 
deeds,  with  a  letter  such  as  is  referred  to  in  Finchant's  case,  does  not 
now  constitute  an  ecpiitable  mortgage  in  Canada,  unless  reijlsttred. 


Letter  XI, 
SECVUITIES—Contlnued. 

DEPOSIT  OF  MORTGAGE-DEPOSIT  OF  BONDS-ASSIGNMENT  OF 
STOCK-JUDGMENT,  ETC.-POLICY  OF  INSURANCE-BILL  OF 
LADING — MORTGAGE    OF   VESSEL. 

^^EFORE  proceeding  further  it  may  be  as  well  for 
pill  "'^  ^^  •'^'^^^'  ^^^<^^^   lefereiice  to  that  section  of  the 
^^0  subject  now  in  hand,  that  I  do  not  profess  to  dis- 
cuss it  in  all  its  bearings. 

As  in  fcheniatterof  billsof  exchange,  so  in  that  of-  secu- 
rities,"  I  purpose  leaving  on  one  side,  as  far  as  I  can  pro- 
perly leave  it,  the  mere  law  of  the  question,  and  for  a 
reason  which  you  will  appreciate;  for  if  Mr.Chitty  upon 
the  single  subject  of  bills  of  exchange,  produced  a  volume 
of  1,000  pages,  how  many  volumes  of  1,000  pages  each 
could  any  equally  able  and  erudite  compiler  produce  upon 
the  vast  subject  of  "  securities  ?  "  ^ 

I  shall  confine  myself  as  much  as  possible,  therefore,  to 


Note  by  the  Author  : 

*  In  a  little  work  entitled,  "  Chapters  on  Country  Banking,"  pub- 
hshed  by  Mr.  Eifingham  Wilson,  you  will  Had  a  i>rief  but  very  lucid 
and  useful  conxpendiun.of  the  kyal  reqttireme^U.  of  nearly  every  des- 
cription of  banking  security. 
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a  discnssioii  of  first  principles  as  re<^ar<ls  your  selection 
of  ])roper  banking  securities,  with  now  and  tlien  a  pass- 
ing hint  of  the  snares  and  pitfalls  which  await  }•  u  in 
law  and  in  fact,  if  you  deviate,  even  temporarily,  from  the 
course  which  those  princi})les  render  obvious  and  neces- 
sary. 

Akin,  then,  in  all  material  respects,  to  a  deposit  of  title 
deeds,  is  j^our  next  sample — the  Deposit  of  a  Mortgac/e. 
The  de})Osit  of  the  deed  gives  you  an  equitable  title  to  it ; 
and  what  the  nature  of  this  title  is,  we  have  discussed 
with  sufHcient  fulness  already.  There  is  no  necessity, 
therefore,  for  our  going  over  the  same  ground  a  second 
time.  It  will  sufhce  to  state  that  the  deposit  of  a  mort- 
gage is  obnoxious  to  all  the  objections  that  J'pply  to  a 
deposit  of  title  deeds.  An  assignment  of  the  mortgage 
would  certainly  place  you  in  a  safer  position  ;  but  you 
could  not  act  even  through  the  assignment  undei*  six 
months'  notice  ;  and  if  at  the  end  of  that  time  the  mort- 
gagor was  unable  to  pay  the  money — a  circumstance  by 
no  means  incredible — your  only  resource  would  be  the 
tedious  and  uncertain  one  of  a  sale  of  the  property  moi-t- 
gaged. 

Proceeding  down  your  list  I  find  several  other  deposits 
of  securities :  one  of  a  Personal  Bond,  another  of  a 
Turnjy'ike  Bond,  and  a  third  of  a  CuMdl  Bond. 

The  personal  bond,  I  presume,  as  is  usual  with  this 
description  of  instrument,  is  subject  to  six  months'  notice 
previous  to  repayment ;  consequent!}'-  if  is  at  all  times  six 
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iHontlis  furtlier  reiiiDVod  from   the  <lat('  of  pnyin«Mif  tlmn 
a  propel'  banking  security  ought  to  V)e. 

With  respect  to  the  turn})ike  and  canal  honds,  you  do 
not  state  whether  they  are  redeemable  or  not,  nor  if  there 
is  a  market  for  them,  nor  the  price.  So  long,  however, 
as  you  have  merely  a  deposit  of  the  bonds  in  (question,  it 
matters  little  whether  there  is  a  market  for  tliem  or  not, 
seeing  that,  however  good  the  market  and  brisk  the 
demand  may  be,  you  are  not  in  a  'position  to  sell .  As  I 
would  attach  some  weight  to  this  circumstance,  I  think 
the  sooner  you  obtain  regular  assignments  of  all  three 
bonds  the  better ;  because  if  you  do  not,  the  possibility 
is,  that  you  may  have  to  procure  a  title  in  the  first  case, 
and  a  power  of  sale  in  the  other  two,  through  the  inter- 
vention of  the  Court  of  Chancery,  at  your  own  expense. 

"Assignment  OF  Stcxk,  Furniture,  <tiid  Book  Debts, 
by  P.  R.,  to  secure  balance  of  Banking  Account." 

The  value  of  the  stock,  &c.,  you  set  down  at  £8,000  ; 
but  if  you  had  added  another  cipher  to  the  amount,  the 
security  would  nevertheless  be  one  of  the  worst  in  law, 
and  the  most  disreputable  in  character  that  you  could 
have  taken.  It  is  one  of  those  securities  which  are  tech- 
nically known  "not  to  hold  water."  Like  an  Act  of  Par- 
liament, you  may  drive  a  coach-and-four  with  great  ease 
and  success  through,  any  part  of  it.  A  security  over 
machinery,  or  live  or  dead  stock,  implements  or  other 
articles  ivhich  you  must  identify,  but  which  may  be 
exchanged  to  infinitude  without  your  knowledge,  is  next 


'!"■ 


Hi 


tl 


Jti 


:|}i 


p  IT 


H 


(5 


I 


112 


LETTER  XI. 


to  no  stMjurity  ;it  all.  If  the  party  e\ociitin<^^  tlio  assign- 
ment becomes  bankrupt  within  three  months,  the  deed 
becomes  wortldess,  and  your  rights  under  it  )iil.  On  the 
other  hand, if  it  shallsurvive  the  threemonths.ithas  Itecome 
asecurit}'^  over  a  variety  of  things  prol)ably  wliicli  have  no 
longei"  any  existence.  Besides,  unless  you  are  in  continuj ! 
and  actual  'poHseHsion  under  an  assignmejit,  a  judgment 
creditor  o^  the  Court  of  Bankruptcy  may  come  in  any  day 
and  snap  their  lingers  at  you.  Beware,  therefore,  of 
assignments  of  stock  ;  and  j^hice  little  more  reliance  on 
Coyiiouits,  Jtuhjes  Orders,  Bills  of  Sale,  or  Reijistered 
Jud(jiyients  as  securities;  and  be  sure  that  the  trader  who 
descends  to  such  means  to  extend  or  })rolong  his  credit  is 
in  desperate  circumstances,  and  utterly  reckless  of  his 
character.* 

"PohicY  OF  Insurance /or  £3,000  on  the  life  of 
Methuselah  Hardy,  to  secure  balance  of  Ban  Jdn  a  Account 
to  the  amount  of  £1,000." 

This  would  be  very  ample  cover  for  the  advance  if  Mr. 
Hardy  were  certain  to  drop  down  dead  the  moment  you 
called  up  his  balance  ;  but  the  inability  to  repay  a  balance 
of  banking  account  is  not  always,  nor  even  generally, 
destructive  of  the  life  of  the  defaulter. 

Reverses  of  fortune  do    sometimes  have    the   effect  of 

*  The  security  referred  to  is  the  same  in  effect  as  a  cha*^tul  niort 
gage,  and   the  very  sound  and  j\idicious  reuuirks   under  this  head 
apply  exactly  to  such  a  security,  as  many  a  creditor  in  Canada  can 
testify. 
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('ausin<^a  m.nj  to  lay  violont  liaii(l>>  ii[)uii  liiiiisell  ;  l)Ut  this 
is  a  consuniniation  not  to  be  desired  in  the  present 
instance  ;  because,  if  Mr.  Hardy  shcjuld  make  away  with 
liiniself  tlie  moment  lie  found  it  impossible  to  satisfy  your 
debt,  the  value  of  your  security  would  shrink  to  a  mere 
fraction  of  its  nominal  amount. 

But,  if  suicide  is  a  contingency  too  remote  to  be  worthy 
of  consideration,  wliat  if  Mr.  Hardy,  finding  that  lie  can- 
not succeed  in  this  country,  goes  to  seek  his  fortunes 
abroad — to  California,  for  exam])le  ?  This  is  a  case  of 
almost  daily  occurrence ;  and  yet,  according  to  the  rules 
of  the  office  in  which  he  is  insured,  the  effect  would  be, 
absolutely,  to  cancel  the  policy  beyond  the  })ower  of  re- 
demption. 

The  fact  that  punctual  payment  of  the  premiums  on  the 
policy  is  guaranteed  by  a  third  party,  is  much  in  favour  of 
the  security,  no  doubt,  provided  it  shall  run  its  natural 
course,  and  the  assured  shall  die  a  natural  death  in  liis 
native  country,  and  the  guarantor  continue  solvent  for  the 
next  five-and-tvventy  or  thirty  years,  which  is  the  average 
period  gentlemen  of  Mr.  Hardy's  years  may  he  expected 
to  live,  but  rather  a  lengthened  currency,  I  submit,  for  any- 
banking  security  to  run. 

If  Mr.  Hardy  were  to  offer  to  you  a  bill  at  six  months 
after  date  for  discount,  even  in  the  present  lax  and  easy 
state  of  the  mone}^  market,  I  apprehend  you  would  either 
decline  the  transaction  altogether,  or  take  it  with  unmis- 
takable reluctance,  and  as  an  exceptional  case  ;  and  yet, 

in  agreeing  to  make  him  advances  on  the  security  of  his 
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life  [Hjlicy,  you  virtually  discounted  for  him  his  draft  at 
six  months  after  death. 

I  take  it  for  granted  tliat  you  hold  a  regular  assignment 
of  the  i)olicy,  and  that  this  has  been  duly  recognised  by 
the  Insiiranee-othce  ;  for  if  you  have  not  done  this,  it 
would  be  as  easy  a  matter  to  square  the  circle  as  to  find 
the  actual  present  value  of  the  security  which  you  hold 
for  Mr.  Hardy's  account, 

"  Bill  of  Lading  {with  iiolicy  of  Assurance)  of  hides, 
ex  Ajax  {^present  market  value  £525)  to  secure  a  temporary 
advance  of  £4:50  to  A.  P." 

On  the  [)resumi)tion  that  the  good  ship  Ajax  will  arrive 
safely  in  port,  find  that  there  will  then  be  no  just  cause  or 
impediment  why  the  hides  cannot,  in  case  of  need,  be 
placed  in  the  hands  of  a  broker  for  immediate  sale,  and 
proceeds  handed  to  you  entire  :  and  on  the  further  pre- 
sun\ption  that  the  hides  are  of  a  quality  to  realize  the 
quoted  market  price — although  it  is  nearly  the  height  of 
presumption  to  assume  all  this — you  appear  to  hold  toler- 
able security  to  cover  your  advance ;  but  it  is  clearly  the 
business  of  a  broker,  not  of  a  banker,  to  make  advances 
on  the  security  of  bills  of  lading.  To  make  such  advances 
with  safety  requires  an  amount  of  mercantile  knowledge 
w^hich  only  experienced  brokers  possess  :  and  the  custom 
of  merchants  and  the  technicalities  of  mercantile  law  are 
branches  of  information  which  do  not  come  by  instinct, 
even  to  Branch  Managers. 

Place  even  an  experienced  broker  behind  your  counter 
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for  a  day,  nn<l  ho  would  lind  himself  oonsidnnMy  onto! 
his  eloment,  and  his  cash-hook  and  cash-ltalaiicc  in  irrc- 
concilahle  derangement  at  tlie  close  of  the  day's  business  ; 
but  he  would  not,  I  apprehend,  be  a  whit  more  out  of  place 
than  you  would  find  yourself  were  you  to  step  into  his 
shoes  for  four-and-twcnty  hours. 

"MouTcjAGE  OF  Vessel  (/^/-A/ Ra])id),  estimated  value 
=£1,000,  to  cover  advances  to  L.  M.  to  the  amount  of 
£700." 

To  a  ship-owner  or  shi})-broker — to  any  one,  in  slioi't, 
who  is  thoroughly  conversant  with  this  description  of 
property,  and  can  look  after  it — making  it  his  business  so  to 
do — a  mortgage  on. a  vessel  is  a  fair  average  security,  if 
he  take  margin  enough  ;  but  to  a  banker  it  is  difHcult  to 
imagine  a  less  eligible  description  of  cover.  Spea.king 
generally,  we  bankers  know  little  or  nothing  of  shijiping. 
We  are  neither  shi()-builders,  ship-owners,  sliij)-brokers, 
nor  master  mariners.  One-half  of  oui-  number,  I  veiily 
believe,  would  find  it  hard  to  tell  the  stem  from  the  stern- 
post,  the  bowsprit  from  the  mizcn,  the  larl)oard  from  the 
binnacle,  or  the  cutwater  from  the  cat-o'-nine  tails.  Any 
cabin-boy  in  England  might  smile  at  our  ignorance.  And 
if  it  shall  be  your  misfortune  to  have  to  realize  y<mr  mort- 
gage, the  probabilities  are  that  you  will  find  yourself  very 
much  at  sea  in  spite  of  yourself,  and  heartily  sick — of 
shipping  securities.* 


*  Here  we  must  differ  from  the   conclusion  arrived  at  by  the 
author.    A  bill  of  lading  representing  goods  actually  shipped  to 
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iii.'uktii  i.s  cort.'iiiily  as  lc<m'(1  a  .security — if  properly  assi^'iicd  as  tlui 
iiamo  of  an  avura<,'o  uu'rcliant.  And  tlioni^'h  no  banker  ean  We  ex- 
pected to  liave  such  an  accnrate  knowledj^o  of  goods  as  woidd 
jnstify  liis  hnyiny  and  selling  thoni,  supposing  that  were  within  his 
H[jhere,  he  certainly  slujuld  have  such  a  general  knowledge  of  the 
value  of  the  commodities  his  customers  deal  in,  as  will  enable  him 
him  to  make  advances  upon  them  with  judgment,  A  banker,  of 
course,  will  consider  the  character  and  means  of  his  customer  ; 
whether  he  is  good  for  a  deliciency  should  the  proceeds  of  the  goods 
fall  short  of  the  advance  ;  whether  his  representations  as  to  ({uality 
are  to  be  relied  on  ;  whether  he  is  likely  to  borrow  more  than  the 
goods  are  wovth,  A:c.  Bills  of  lading,  in  Canada,  arc  generally  at- 
tached to  drafts,  and  in  many  cases  the  bank  retains  a  lieu  on  the 
property  until  the  draft  is  paid  :  even  after  acceptance.  As  a 
general  rule,  banks  in  Camula  have  ft)und  transactions  on  bills  of 
lading  the  most  satisfactory  part  of  their  business. 
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With  regard  to  mortgages  on  vessels,  they  are  eqiuilly  forbidden 
with  mnrigageson  real  estate,  and  for  leasons  which  are  even  more 
conclusive. 


'  n 


Lkiikk   XII, 


SECUmTlEH~-Concltuled. 


TUANSFKHS   AND   DEPOSITS   OF   RAILWAY    SMAKKS— SMAUKS    IN 
COMPANIES— MININ(;    SECURITIES— SUMMARY. 

^  i®^^^"^''^^^  conipjirison  thu  host  secui-ity  on  your  list 
is  tliat  whicli  I  rujw  proceed  to  (iiiotc,  viz.  : 


"Railway  Stock— 7V;^,  f<hares  of  £10()  each 
London  and  North  Western  Ilalhvay,  sbrndlufj,  hi  the 
name  of  our  refjistercd  public  vlficer,  to  cover  (uhmices  to 
C.  D.  to  the  amount  o/£  I, ()()()." 

These  fulfil  the  conditions  requisite  in  a  sound  bankinir 
socui-ity :  that  is  to  say,  if  C.  D.  tail,  at  the  proper  time^ 
to  repay  his  advance,  you  can  instantly  reind)uise  your- 
self, independently  of  him,  by  a  sale  of  his  shares ;  for, 
startling  as  have  been  the  fluctuations  in  lailway  property 
of  late  years,  and  prodigious  the  depreciation  in  its  value 
since  the  famous  '4o,  the  circumstance  of  North  Westerns 
at  par  has  only  been  witnessed  once,  and  that  temporarily. 

Apply  this  test  to  any  one  of  the  secuiities  which  we 
have  already  passed  under  review,  an<l  it  will  be  found 
defective.     Absolute  couccrtibU'dy,  at  will,  Into  cash  is  a 
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o'nMi.-mltM's  nor  lo  i|(»|i(»sils  of  I  i(  Ic  iI»n'(In.  I'lKliM'  lli(» 
n\i>N|  cr.inily  <lr;i\vn  ;issi;_'iniUMi( ,  (lie  pnwrr  in  ^nicMlion  \h 
\\ii\  .iltsohilo  ikmIIkm'  is  il  so  in  Kills  ol"  I.KJin!';,  nor  iit 
nior(i;ML;"<vs  ol'  ntsscIs — il.  is  Inr  loss  so  in  policios  ol'  in- 
.smnnro. 

i\s  yonr  .iiU.nifo  |i>  (  \  l>,  s|;iin's  nl  |U(>:>(MiI.  in<l(M'<l. 
you  ;]\o  mcIu.iIIn  his  dt'liloc,  \\'(  i"  iio  lo  lioconK*  l>;inl<- 
lupl  lo  nioiiow.  \iMi  conM.  1»\  ji  s.ilo  ol  liis  sJuiros,  not 
only  rcinilMuso  yoniM-H"  llir  money  wliicli  \»hi  liiiNojid 
vanr(Ml  npon  llioni.  luil  liavo  ;i  sinpliis  ltosit|(\s  lo  Iiiintl 
o\  (M-  lo  Ins  osl.iliv  Tin*  /)iti(l-;if>  slock  ol  jiny  lion»'stly 
in;niMj_;,\nl  r;nl\v;iy  ('tnnpMny.  indtMMl.  iritli  d  </<uul  nun'jfin 
1(>  rovtM' ;iny  juohaMc  ({(^jUiM-ial 'on  in  ils  valuo.  is('(|niva- 
liMil  as  a  bankinjn' s(M'ni  ity  lo  a  iranslor  ol'  (.onsols.  or  a 
(l(^|)(>sil  ol*  K\*'1io«|n(M'  Kills;  IxM-aust*  yon  have  Iho  sanu> 
iWMilv  niarkel  Iwr  imI lior.  llu*  sann>  ahstMur  Troni  liahililA', 
and  tlu'  sc^uiilN    in  llu>  n^spiH't  of  oarh  is  nn<lonh|(Ml. 

In  s(^\  oial  inslantHvs,  1  ()hs(>r\«^  llial  yon  content,  your- 
solf  simply  with  a  ih'posit  ol'railway  shaicsor  eertilicates, 
ai'eompaiiietl  h\-  a  huDn^fd'  in  hJank.  Wiiere  yoii  arc 
ilealin^-  w  il1\  parlies  cpiite  nnihuilUed  for  Die  adxanees, 
irrespeelive  o\  tlie  shares,  ihis  is  piMhaj)s  a  jnstilial»le  risk 
to  run.  l*nt  not  otiurw  ise.  Voni'  transter  in  hlank  will 
not  avail  vcni  against  «'ertaiu  et>ntiniren('ies  that  may 
aviso,  it' yonr  dohtor  shall  liai>pen  to  boeomi*  hankrnjtt  l>o- 
fore  tlio  tianst'er  lias  h(  en  IUKmI  np,  and  the  shares  uctiia  11  y 
transt'errotl  into  tlie  name  i>l'  some  one  on  hehalt'  oftlie 
bank,     ^'honld  this  jireiaution    not  be  taken    hei'ure  the 
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lint.  \H  iH«ii(M|,  yoii  iiiMy  linvr  l<»  linnd  Uw  MlinrcM  ov<'f  f.o 
tlin  omImI-c,  .mikI  \.s\\h)  your  dividnri'l  vvitJi  tlm  ifst  of  ilio, 
criMlitorH. 

"  One  linndfU'd  Hli(t.r;H  KnHtrrn    (hand   Trunk    H.rUnn- 

Your    lii.Mif/ry   ol"  Miis  stn'mity    m    irmtriict/ivc.       "  Tlio 

«l(il»i,  of"   VV ^  iMM'oiniii;^  «|o!j}»lf'iil    in    Mic   jintinnri   of 

|S4r),  wo  l.ook  fVoir)  liim,  in  liou  of  (ui.kIi,  hijcIi  Hof-iirit.ir^  ji.h 
lio  conM  ^iv<\  Jiml  Mhi  nl>ov<Mi.nion^'st.  oUiofH.  'riwro  woro 
tlmn  only  Cii  I  Oh.  paifj  up  on  oncli  Hluiro,,  nri'l  flicy  hIooi] 
at  £5  ])rnmimn.  Ah  it,  was  conHidctcd  (wvUun,  \\<iW('V(\r, 
that  tJicy  wouM  i^a  Vi'ivy  jrinoli  in^^dicr,  Ji,  salo,  wm.s  rloffrrorj. 
TIumi  Diino  Mio  j^Tcah  h(um|»  pariir  of  '^5,  u{\,(:v  whi'Ji  it, 
luM^Minc!  iinpossililo  ovotj  t,o  (/iiw  tlictn  away,  ^*all  after 
(^all  wan  |>a,i(i  wiflioiit,  iti  the,  sli^^^difr.Ht,  riit^rcc,  «'.riliari''inf^ 
t,])*^  valno  of  tJjc,  .slian'H no  niofc.  t,liari  if  t,li<',  money  had 
Immmi  paid  npon  Homn  totally  distinct  lino,  or  thrown  inU) 
tl»o  Hoa..  'IMh;  pros(Wit  va,lij<;  of  tlio  sliaros  is  a.hoiit  ,£r, 
oacli,  so  that,  in  fact,  wo  havo  lost  ti{)ori  th(;rn  \>y  <lola.y 
.£2,r)(H)." 

Any  oorrinuint  ii[)on  tliis  would  ho  supoi'lluous.  liut 
unfortunates  as  tho  "Extinctions"  havo  provijfl,  your 
noxt  (sxamplo  i.s  still  worso. 

'^Flfiy  HhtrcHin  the  Un/tted  [nexhtnMlhlc  F/jifj  Qw/rry 
Oompany,"  also  tak(;n,  it  wouhl  appoar,  for  a  doubtful 
doht,  after  tho  nianncir  that  drownin*^'  rnon  (;atch  at  straws. 
You  havo  already,  you  suato,  paid  Xi.j  a.  share  upon  thoso 
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sinco  they  came  into  your  hands — no  dividends  have  been 
declared  for  years — the  concern  is  heavily  in  debt,  two- 
thirds  of  your  co-partners  are  bankrupts,  and  the  extent 
and  end  of  3M3ur  liability  no  man  can  tell.  Now,  even  in 
the  "  Extinctions "  there  was  a  limit  to  your  liaVjility  ; 
you  knew  the  worst  from  the  first,  and  there  was  a  grim 
satisfaction  even  in  that ;  but  who  shall  say  what  amount 
of  contribution  will  liquidate  the  debts  of  the  "  United 
Inexhaustible  ? " 

It  would,  therefore,  seem  to  be  a  very  necessary  precau- 
tion on  the  part  of  a  banker  to  beware  that  in  grasping 
at  a  security,  he  does  not  clutch  a  liability  instead.  You 
have,  doubtless,  witnessed  a  tyro  learning  to  swim  by  the 
aid  of  bladders.  The  risk  the  would-be  swimmer  runs 
is  in  the  bladders  slip{)ing  down  to  his  midriff,  and  elevat- 
ing that  region  of  his  person  to  the  position  which  his 
head  ought  to  occupy ;  and  that  is  unhappily  your  pre- 
sent position  with  the  debt  in  question  ;  you  let  your 
opportunity  slip,  and  now  your  debt  is  where  I  trust  your 
head  will  never  be — considerably  under  water. 

Proceeding  from  bad  to  worse,  we  arrive  at — ''  Lease  of 
the  Wheal  Rinnall  Copper  Mine,'' — another  security, 
held  for  another  doubtful  debt.  "  We  are  working  the 
mine  on  our  own  account,"  you  remark,  "  but,  I  believe, 
to  little  advantage,  until  we  can  find  a  purchaser."  It 
would  be  impertinent  to  inquire,  perhaps,  how  far  the 
working  of  the  nn'ne  on  your  own  account  has  enabled 
you  to  reduce  the  original  debt ;  luit  there  is  one  remark 
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with  regard  to  this  deseription  of  "security"  that  I 
wouhl  have  you  hiy  seriously  to  heart,  and  it  is  this  :  that 
when  a  bank  takes  upon  itself  the  working  of  a  factory, 
a  mine,  or  any  other  concern  vjhlck  has  ruined  the  orhjinal 
adventurer,  it  is  a  tolerably  fair  inference  that  the  bank 
will  not  make  a  fortune  by  it.  If  a  man  cannot  succeed 
in  his  own  business — the  business  which  it  has  been  the 
study  of  his  life  probably  to  master — it  is  inconceivable 
how  another  person,  or  body  of  persons,  totally  unacquaint- 
ed with  the  business,  can  hope  to  do  s^ ,  There  is  about 
the  same  chance  of  a  banker  succeeding  as  amaimfacturer 
or  miner,  as  there  is  of  his  properly  commanding  a  ship^ 
working  the  mail,  or  conducting  the  pi'actice  of  surgery. 

Nor  is  the  direct  loss  which  he  usuallv  sustains  in  such 
undertakings  all  ;  because  in  looking  jifter  them,  liis  at- 
tention is  distracted  and  withdrawn  from  his  legitimate 
business  to  an  extent  more  or  less  damaging,  according  to 
circumstances  ;  and  thus,  instead  of  following  one  or  the 
other  vocation  singly  and  well,  he  follows  both  by  turns, 
and  both  badly. 

Once  fairly  embarked  in  the  adventure,  morein'ci-,  the 
necessity  for  "  going  through  with  it''  becomes  more  urgent 
with  every  fresh  thousand  sunk — and  a  banker's  "  alacrity 
in  sinking,"  under  such  circumstances,  will  be  generally 
conceded.  "  One  shaft  more — one  very  little  drive — a  few 
yards  more  to  the  main  level,  and  fresh  leather  to  the 
pumps — and  then " 

And  then,  in  ninety-nine  cases  out  of  a  hundred,  ynu 
are  piecisely    \vher«'    you    were,   ^jIuh   your   fresh    outlay  : 
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"  But  what  could  we  do  ?"  you  ask.  "  If  we  had  allowed 
the  mine  to  fill  with  water  and  run  waste,  the  penalties  of 
the  lease  are  positively  frightful ;  and  as  for  a  purchaser 
after  that,  we  should  have  had  to  pay  a  handsome  bonus 
to  any  one  to  take  the  concern  out  of  our  hands.  In  short, 
we  had  either  to  pump  or  sink,  although,  of  course,  we 
would  much  rather  have  done  neither." 

As  you  appear  so  averse  to  the  pumping,  and  )robably 
entertain  a  still  stronger  disrelish  for  the  sinking  and  fur- 
thermore, as  you  ask  my  opinion,  I  would  respectfully 
suggest  that  your  better  course  would  have  been — never 
to  have  got  into  the  dilemma  at  all. 

This  must  conclude  your  "  sample."  I  have  passed  over 
certain  of  its  contents,  because  they  are  referable  to  one 
or  other  of  the  various  description  of  securities  which  I 
have  already  commented  upon,  and  therefore  do  not  call 
for  special  remark. 

I  find,  then,  that  these  securities  require  from  you  a 
variety  of  information,  which  you  will  excuse  me  for  doubt- 
ing that  you  possess.  You  are  a  railway  proprietor — that, 
however,  may  pass  :  but  you  are  in  danger  of  becoming  a 
landed  proprietor  as  well,  which  is  quite  another  matter. 
You  are  a  quarrier,  by  jiroxy,  of  the  United  Inexhaustible 
Flag — a  handicraft  in  which  your  friends  may  wish  you 
unbounded  success,  but  will  be  j^rone  to  fear  the  worst, 
notwithstanding.  You  are  working  a  copper-mine,  from 
which,  by  your  own  confession,  you  are  realizing  "  more 
kicks  than  coppers."   Then  you  are  the  mortgagee,  and  in 
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due  time  may  become  the  registered  owner  of  the  brig 
Rapid  ;  although  I  could  have  wished,  without  disparage- 
ment, that  she  had  fallen  into  better  hands.  As  general 
broker,  you  do  a  gentle  stroke  of  business  in  hides ;  and 
if  misfortune  should  overtake  P,  R.,  we  shall  have  a  sam- 
ple of  your  qualities  as  a  greengrocer.  Banker,  railway 
proprietor,  land-owner,  quarrier,  copper  miner,  broker 
ship-owner  and  greengrocer  !  Why,  the  Admirable  Crich- 
ton  himself  had  not  a  versatility  of  talent  like  this.  In 
your  single  person,  you  Jispire  to  conquer  as  many  ditHcul- 
ties  as  certain  vendors  of  patent  (juackeries  do  to  subdue 
diseases — and,  it  is  to  be  feared,  with  about  equal  success. 

You  meet  this  by  the  sweeping  disclaimer  that  three- 
fourths  of  the  securities  were  taken  after  the  advances 
had  been  made,  and  to  save  the  debts  from  becominiij 
total  losses.  But  why  have  made  advances  which  compel 
you  at  last  to  take  securities  of  which,  as  a  banker,  you 
are  ashamed  ?  It  is  an  inditi'erent  excuse  for  a  raijffjed 
coat  and  dubious  inexpressibles,  that  the  previous  excesses 
of  the  wearer  have  left  him  nothing  better.  Is  it  any  bet- 
ter excuse  for  a  discreditable  list  of  securities,  that  the 
previous  imprudence  or  folly  of  the  banker  left  him  no 
better  choice  ? 

We  are,  therefore,  you  see,  driven  back  again  to  the 
point  at  which  we  started.  Arguing  from  cause  to.  effect, 
we  laid  it  down  as  a  rule  that  a  banker  ought  never  to 
make  advances  uncovered  by  security  :  arguing  from  ef- 
fect to  cause,  we  arrive  inevitably  at  the  same  point. 
Proceeding  a  step  further,   our  next  proposition  was — 
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that  the  Hccurity  taken  should  be  such  as  to  render  certain 
the  punctual  repayment  of  the  advance  which  it  was 
meant  to  cover.  The  proposition  is  a  simple  one,  and  about 
as  obvious  as,  that  things  which  are  equal  to  the  same 
thing  are  equal  to  each  other ;  and  that  I  liax^e  dwelt  upon 
it  at  such  length  is  to  be  attributed  to  the  necessity  I  found 
myself  under,  not  so  much  to  demonstrate  its  accuracy,  as 
to  convince  you  that  lialf-a-dozen  was  not  equivalent  to 
six  dozen,  nor  any  quantity  of  ciphers  to  half-a-score. 

Glancing  back  over  your  list  of  securities,  and  consider- 
ing their  multifarious  and,  in  too  many  cases,  dubious 
character,  and  the  prodigious  tax  upon  your  time  and 
talents  which  they  have  been,  and  must  continue  to  be — 
I  would  say  to  you,  get  rid  of  three-fourths  of  them  at 
once,  without  a  sacrifice  if  you  can,  but  at  all  events  get 
rid  of  them.  This  done,  take  especial  care  to  saddle  your- 
self with  no  such  rubbish  again.  Reject  as  a  banking  se- 
curity everything  that  is  not  readily  convertible  into 
money.     In  short,  turn  over  a  new  leaf,  and  mind  your 

OWN   BUSINESS.* 

*  This  chapter  is  worthy  of  careful  study  by  bankers  here.  The 
principles  laid  downi  have  a  wide  application,  and  unfortunately 
they  could  be  illustrated  by  some  very  bitter  Canadian  experience. 
Some  banks  in  tliis  part  of  the  world  have  had  their  "  Ruiuall 
Mines  _"  in  the  shape  of  distilleries,  saw-mills,  woollen  mills,  brew- 
eries and  what  not,  and  have  shown  as  great  an  aptitude  for  sink- 
ing additional  capital  to  an  irrecoverable  depth,  as  would  satisfy  the 
most  envious  cynic. 

It  is  certainly  an  unpleasant  business  to  face  a  loss  by  selling 
property  at  a  price  which  must  leave  a  bad  debt  behind  it,  but  it  is 
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a  far  more  bitter  pill  to  swallow  when  thousands  in  rinniing  ex- 
penses have  boon  added  to  the  original  advance,  and  the  properly 
is  sold  after  all  for  less  than  miglit  have  been  obtained  for  it  at  the 
beginning.  This,  however,  in  the  common  experience  whenevtir 
banks  attempt  to  work  u  business  themselves. 


Loss  by  selling 
nd  it,  but  it  is 
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CIRCULATION. 

A  banker's  liabilities  generally — CIRCULATION  OF  DRAFTS 
AT  VARIOUS  DATES,  AND  AT  SIGHT — CIRCULATION  OF  NOTES. 
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lY  last  letter  brought  to  a   conclusion  our  discus- 

fHi  I  li  I  ^^^^  ^^  ^^^^^  section  of  the  subject  which  has 
^ '  -'§*_^  had  specific  reference  to  the  series  of  accounts 
which  constitutes  your  Asskts.  Let  us  now 
proceed  to  examine  the  nature  and  o])eratinn  of  your 
Liabilities,  a  subject  which  will  more  readily  be  dis- 
posed of;  for  it  will  be  generally  admitted,  that  if  a 
banker  will  but  i)roperly  look  after  his  Assets,  he  may 
with  great  safety  allow  his  Liabilities  to  look  after  them- 
selves; indeed,  his  depositors  and  note-holders  manage 
that  section  of  the  business  for  him  with  a  singular  watch- 
fulness and  assiduity. 

Striking  out  the  minor  headings  of  Bills  for  Collectlony 
and  Credits  from  Branches  and  Agents,  both  of  which  are 
Deposits  in  effect — the  bills  as  they  fall  due  and  are  paid, 
the  credits  as  they  are  opened — and  which  do  not,  there- 
fore, call  for  special  remai-k,  you  divide  your  Liabilities 
under  the  following  heads  of  account : 

Drafts  on  London  in  Circulation. 
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Notes  ill  Clrcidatlou. 
Deposits. 
Now,  the  distin<aii.sliinu  feature  of  a    banker'.s  lial)iliticH 
would  appear  to  be  this — that  he  must  <,'ive  cash  for  them 
when  demanded,  whetlier  convenient  or  otherwise  ;  where 
as  with  regard  to  his  assets,  he  has  the  power  of  refusing 
to  discount  bills  or  make  advances,  when  he  chooses  to 
exercise  it.     A  run  upon  your  deposits  and  notes,  there- 
fore, and  a  run  upon  you  for  discounts,  are   not  synony- 
mous in  effect;  the  one  must  be  met ;  the   other  need  be 
met  by  nothing  but  a  flat  refusal. 

Your  deposits  and  circulation  are  increased  or  become 
diminished  by  causes  over  which  you  can  exercise  no 
direct  or  effectual  control ;  they  are  governed  in  amount 
wholly  by  the  operations  of  your  customers.  On  the 
other  hand,  the  control  of  your  advances  or  assets  rests 
solely  with  yourself.  But  how  far  your  advances  should 
be  regulated  by  the  movement  of  your  deposits  and  cir- 
culation, is  a  question  which  belongs  to  a  higher  range  of 
banking  science  than  we  have  ventured  upon  in  the 
present  "Course."  When  you  attain  to  the  style  and 
dignity  of  General  Manager,  I  may  be  induced,  per- 
haps, to  enter  upon  the  higher  course  referred  to,  and  to 
which  this  present  correspondence  may  then  serve  as  an 
introduction. 

There  are  some  observations,  however,  which  may  have 
place  here  without  exceeding  the  scope  of  our  present 
theme  ;  and  first  as  regards 

Drafts  on  London. — When  you  issue  a  draft  on  your 
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Loinlon  ML(<'nts,  ;it  twciity-onu  days'  djito,  fnr  CU)(),  yonr 
roiininerMtion  is  j)i'L'sinii(;(l  to  jiriso  fVom  tli(3  use  of  the 
money  from  the  time  you  I'eceive  it  until  tlie  <late  you 
have  to  pay  it  l)aek  in  London.  Now,  it  depends  entii'(!ly 
uj)()n  eircumstanees  whetlier  even  a  draft  at  tliis  date 
brings  you  a  piofit.  If  your  cash  resei'vc,  for  e\amj»l«?,  is 
at  its  usual  maximum,  and  the  money  is  ])aid  to  you  in 
specie,  then  the  sum  lies  in  your  liands  useless,  probably 
for  weeks  to^^ether,  until  otliei"  transactions  sliail  liave  in- 
creasetl  your  reserve  to  an  amount  sufficient  to  warrant 
tlie  transmission  of  a  })Oition  of  it  cither  to  the  head  oWic.e 
or  to  another  branch.  Or,  if  tlie  money  be  paid  to  you  in 
the  notes  of  other  banks,  you  transmit  them  to  London  ; 
and  it  will  depend  upon  the  state  of  your  London  ac- 
count whetlier  they  will  be  of  much  or  any  profit  to  you, 
even  then. 

But  wtdloL  the  })rofit  of  such  transactions  is  ])urcly  C(;n- 
ditional,  your  expenses  in  resj)ect  of  them  are  absolute 
enough.  Li  the  first  place,  there  is  the  transmission  of 
the  money — a  certain  expense,  whether  yr\u  remit  through 
the  post  or  by  messenger.  Then  there  are  the  risks  of 
transmission,  which  a  high  percentage  only  would  safely 
cover.  Again,  so  long  as  the  draft  continues  in  circula- 
tion, there  is  a  w^eekly  percentage  in  the  sha];)e  of  stamp 
duty  to  be  paid  u})on  it.  And  again,  there  is  the  com- 
mission to  i)ay  your  London  banker  for  cashing  the  draft. 
And  to  all  these  fall  to  be  added  the  expense  of  book- 
entry,  engraving  of  forms,  letters  of  advice,  jDostages,  &c. 

It  is  true  that  some  banks  issue  drafts  at  so  short  a  cur- 
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rency as  even  seven  and  ten  days'  date;  and  to  some 
banks  it  may  be  a  gain  to  do  so.  If,  for  oxampk\  the  local 
exchange  was  against  your  la-anch — that  is  to  say,  if  the 
district  in  wliich  your  Itranch  is  located  was  subject  to  a 
constant  drain  of  specie  from  other  districts,  which  you 
had  to  rectify  by  frequent  supplies  from  your  head  otHce 
— and  sucii  currents  in  the  specie  circulation  are  in  con- 
stant action  in  various  parts  oi'  England — it  would  prol)- 
ably  be  more  advantageous  for  you  to  strengthen  your 
reserve  of  specie,  by  taking  gold  from  commercial  men 
at  seven  or  ten  days'  date,  than  by  incurring  the  ex[)ense 
of  sending  to  your  head  olHce  for  it. 

But  if  the  local  exchanges  are  steadily  in  your  favour, 
wliicli  is  the  rule  in  country  districts,  and  you  have  con- 
tinually to  remit  specie  to  head  otlice,  instead  of  having 
to  receive  specie  from  it,  then  clearly  the  issue  of  drafts  at 
seven,  ten,  or  even  fourteen  days'  date  is  a  losing  business. 

And  it  occurs  to  me,  that  if  you  were  to  put  the  matter 
on  this  simple  and  obvious  basis,  and  show  that  it  maybe 
of  greater  advantage  to  some  Ijanks  to  draw  at  seven  days 
than  for  others  to  draw  at  one-and-twenty,  .you  would 
have  much  less  annoyance  in  your  dealings  with  commer- 
cial travellers  than  you  continually  complain  of  having. 
They  are  by  no  means,  as  a  class,  devoid  of  acutene.ss,  or 
deaf  to  reason;  nor  would  they  be  backward  in  ascertain- 
ini;  from  what  points  thev  could  remit  to  the  best  or  least 
advantage  to  London,  and  in  making  their  calculations 
accordingly. 

And  if  the  banks  generally  throughout  England  would 
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be  pfuided  more  by  their  own  actual  refjuirenients 
than  by  the  eustoni  of  their  neiglibonrs,  in  (leterrnininf); 
the  date  at  which  they  would  (h'aw  for  cash  on  London, 
they  would  effectuate  in  some  measure  a  freer  an* I  less 
expennive  movement  of  the  metallic  circidation,  and  (com- 
mercial men  would  become  the  means  of  conveyin;i^  specie 
from  those  districts  where  it  was  over-abundant  to  those 
where  it  was  in  demand,  by  inducements  at  least  com- 
mensurate with  the  expense  and  trouble  of  conveyance, 
A  traveller, for  example,  collecting  in  an  a<jfric\dtural  town 
would  rarely  ])i*efer  a  draft  from  thence  at  twenty-one 
days,  when  the  same  or  the  next  day's  journey  would 
bring  him  to  a  point  where  he  could  obtain  a  draft  at 
seven  days'  date. 

When  you  draw  on  London  at  sigld,  the  usual  charge  is 
5s.  per  cent. ;  and  it  depends,  of  course,  upon  the  current 
rate  of  interest  for  the  day  whether  it  is  more  })rotitable 
for  you  to  draw  at  sight,  in  consideration  of  the  above 
charge,  or  at  twenty-one  days'  date  free  of  charge. 

There  are  those,  however,  who  believe,  or  profess  to  be- 
lieve, that  this  rate  of  charge  is  too  high,  and  that  a  com- 
mission of  2s.  Od.  per  cent,  would  be  am])le  remuneration. 

I  have  already  stated  tliat  it  may  be  of  more  advantage 
to  some  banks  to  draw  on  London  at  seven  days'  than  for 
others  to  draw  at  twenty-one  days'  date.  On  the  same 
princii)le,  2s.  Gd.  per  cent,  might  be  very  ample  remunera- 
tion as  a  commission  to  some  banks,  whilst  twice  the 
amount  would  be  inadequate  to  fiiirly  remunerate  others 
for  remittances  of  money. 
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I  will  not  again  no  over  tli(i  various  items  ot'  cost  in- 
volvud  in  the  transmission  ol'  money  fiom  place  to  place 
hy  the  banker;  Ijut  would  those  wlio  consider  2s.  (Jd.  per 
cent,  an  amj)le  remuneration — would  they  <'\(>u  insure  the 
safe  tra)i8ri>  i  >'sion  of  the  money  from  one  place  to  another 
for  the  rati)  they  jtropose  ? 

Be  rol)l)ed  by  tlu^  way  even  of  ,i  sinall  baidviuL,^  parcel 
of  irold — say  Cl,()()() — and  to  make  up  that  loss,  at  2s.  I)d, 
])er  cent.,  you  must  I'un  the  i-isk  of  transiuittinf]r  rl(//tt 
hundred  similai-  |>aivels,  contaiuiui;*  a  total  of  .^8()(),()(H) 
sterling. 

The  receiving  of  money  at  one  place  for])aymentnt  an- 
other is  one  of  the  niost  useful  services  wliich  a  bank 
renders  to  the  community,  particularly  in  remote  districts  ; 
hut  relatively  it  is  a  department  of  l)usiness  for  which  it 
is  woi'se  paid  than  for  any  other  wliatsoever. 

There  ai'C  those,  I  am  awaic,  who  think  diffcicntly,  and 
believe  that  by  sending  hank  notes  through  the  post-office 
in  halves  they  remit  on  their  own  account  ([uite  as  eth- 
ciently  as  through  the  medium  of  a  hank,  and  at  much 
less  expense.  And  this  belief  will  coutimie  until  the  mis- 
carriage or  loss  of  an  entire  remittance  suggests  the  cal- 
culation whether  all  that  the  l>arty  has  saved  up  to  the 
date  of  this  incident,  hy  being  his  own  remittei',  counter- 
balances all  that  he  has  lost.  Jf  the  loss  has  been  even 
.£l()0  only,  it  must  be  an  exas})er;iting  rellection,  that  for 
a  few  shillings  paid  to  a  banker  he  could  have  absolutely^ 
inti aredlumaeli'  against  it, 

CiiiCLrLATiuN  OF  NuTK^. — Tlus  (iuestiou,  ub  well  as  that 
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of  deposits,  addresses  itself  more  particularly  to  the  Head 
Maiiauer  than  to  the  Manaijer  of  a  Branch.  As  far  as  re- 
gards  the  latter,  his  dealings  both  with  his  deposits  and 
circulation  are  almost  mechanical ;  but  as  regards  the 
Chief  Manager,  the  de])Osits  and  circulation  arc  facts  which 
frive  continual  exercise  to  the  best  faculties  which  he  mav 
lia])})en  to  ])0ssess. 

When  I  say,  however,  that  your  dealings  with  your  cir- 
culation are  mechanical  only,  I  juesume  that  that  amount 
of  judgment  is  exercised  in  the  matter  which  shall  pre- 
vent your  notes  being  issued  to  a  loss.  I  presume,  for 
instance,  that  you  would  not  issue  your  own  notes  in  ex- 
change for  gold,  free  of  charge,  to  a  party  who  you  have 
reason  to  suspect  Avould  instantly  cut  them  in  halves,  and 
send  them  off  b}'  next  ])ost  as  a  remittance  to  London  or 
elsewhere.  This  would  be  to  cncouraa'c  him  in  a  habit 
which,  if  my  views  are  correct,  is  not  to  his  ultimate  ad- 
vantage, and  is  clearly  of  immediate  and  considei-able  dis- 
advantage to  you.  Vou  have  received  £100,  let  us  say, 
in  gold,  for  which,  in  the  great  majority  of  cases,  you  will 
have  no  immediate  use — veiy  ])robably  the  first  use  you 
can  make  of  it  is,  at  the  I'isk  and  expense  of  transmission, 
to  send  it  to  your  head  othce,  or  to  anothei-  branch.  In 
lieu  of  this  £100  vou  have  liiven  £100  in  your  own  notes 
which  will  go  to  your  debit  in  Londo)>  the  day  foUowiyuj. 
You  will  have  a  co)!'mission  to  i>av  vour  London  banker 
Ibr  cashing  the  notes  ;  you  will  then  have  to  reind)urso 
him  tor  the  postage  of  the  notes  wiien  he  sends  them  back 
again  ;  and  these  identical  notes  will  be  returned  to  you 
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a(  ynui'nwii  risk,      hi  the  ni(;iii\v]iil<',  \<»u  In^c   the  inter 
est  upon  tlic   gold    until  you    r;iii  tiiul  employment  for  it. 
It  is   obvious,  therefore,   that  under   these  eireunistanccs 
you  had  better  at  once  luive   given  the   jKirt}^   a  letter  of 
credit  on    London  at  sight,  without  cliargc,  for  the  gold, 
ratlier   than  your  own  notes — because,   V)y   giving  lliesc.. 
you  not  only  ineurred  all  the  expense  tluit  a  letter  of  credH 
or  draft  would  have  cost,  but  the  expense  and  risk  of  get-- 
tini^the  notes  back  again  '\-\  addition. 

1  further  j)resunie  that  you  would  not  issue  your  owd 
notes  in  exchani'"e  for  those  of  distant  banks,  free  of  charge,, 
to  any  one  who  niiu'ht  take  them  to  your  competitors., 
next  door,  aud  procure  u'old  or  iinnk  of  Enjj'land  notes  for- 
them  ;  because,  in  etf'ectino'  the  usual  exchanw  or  ''  dear- 
ing"  with  your  rivals  the  following  day,  you  will  havetO' 
redeem  these  very  notes  either  in  cash  or  by  paynuMit  in 
Londou.  By  an  operation  like  this,  tlie  {)aT"ty  sim))ly 
makes  you  a  cat's-])aw^  to  provide  him  with  casli  fur  the 
notes  of  distant  banks,  at  your  expense. 

The  legitimate  circulators  of  your  notes  will  be  fouucf 
chiefly  amongst  your  own  immediate  customers,  who  will 
receive  them  and  ))ay  them  away  in  good  faith  as  uioney 
— not  for  the  pur])ose  of  mutilating  them  first  and  trans- 
mitting them  afterwards  to  other  parts,  hut  in  older  to 
pay  rents,  w%ages,  orliook  debts — oi-  jturchase  live  *>r  dead 
stock — or  arrange  an^^  other  Sjtecies  of  transaction  wliich 
requires  the  use  of  money  foi'  its  settlement.  The  only 
strangers  to  whom  it  is  cx|)edient  to  issue  your  notes  are 
those  who  periodically  visit  your  fairs  or  markets  as  buy- 
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crs,  and  wlio  find  your  notes  a  more  cun'cnt  medium  of 
IntorcliJinge  than  tliose  of  distant  Ijanks.  Tlie  })ayments 
made  by  these  parties,  if  tliey  do  not  give  a  prolonged, 
give  at  least  a  legitimate  circulation  to  your  issues,  and 
their  custom  is  therelbre  to  be  encouraged. 

As  iX'S})ects  the  prevalent  custom  of  cutting  notes  in 
halves,  I  Citnnot  share  in  the  indignation  which  you  express 
on  the  subject.  You  consider  the  oli'ence  tantamount  to 
depositing  £5  with  j'our  tailor  for  the  safe  return  of  a 
dress  coat,  and  giving  the  garment  u})  torn  in  two  when 
you  go  to  claim  your  money  again.  But  you  overlook 
the  fact  that  the  coat  was  intrinsically  worth  the  money; 
whereas  the  note  is  intrinsically  worth  nothing. 

A  note  cut  in  halves  may  be  deserving  of  all  the  epi- 
thets which  you  heap  upon  it — "a  divided  responsibility 
— a  severed  tie — a  half  and  half  liability — a  breach  of 
jtromise,"  &:c.  But  it  is  better  to  submit  with  a  good 
ffrace  than  with  a  l)ootlcss  antjer  to  a  custom  which  has 
taken  too  decT)  a  root  to  be  now  eradicated. 
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DEPOSITS. 

EXrEDFENCY     OF      SEPARATING     DEPOSITS     INTO     ACTIVE     AND 

PASSIVE NOTICE    OF    REPAYMENT — MANAlJEMEJfT    UNDER  A 

"  RUN." 


^OU  seek  to  distinguish  betwixt  deposits  which  are 
of  a  permanent  and  those  which  are  of  a  fluctuat- 
^<^'^  ing  character,  by  dividing  them  into  two  cLasses, 
^       VIZ.  : — 

Deposit  Receipts,  and 

Balances  on  Current  Account. 

It  is  not  possible  in  every  case  to  determine  before- 
hand in  which  of  the  two  classes  above  named  you  will 
rank  moneys  deposited  in  your  hands ;  and  it  will  some- 
times happen  that  moneys  placed  to  current  account  will 
prove  permanent  deposits,  whilst  others  i)laced  on  deposit 
receipt  will  prove  of  a  much  more  active  descri})tion  than 
you  bargained  for.  But  an  a{)proximation  to  the  result 
sought  for,  viz.,  a  division  of  your  deposits  into  active 
and  passive,  is  undoubtedly  within  your  reach. 

On  Deposit  Receipt,  as  a  general  rule,  you  would  place 
the  deposits  of  parties  who  are  gradually  accumulating 
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sums  ill  yoiir  hands  ior  curtain  [)urj)Oses,  wlicther  of  in- 
vestment or  payment.  To  deposit  receipts,  also,  would 
generally  belong  the  deposits  made  by  farmers,  pending 
tlie  ai'i'ival  oi' their  respective  rent-days.  Sums  awaiting 
the  completion  of  title-deeds — or  contracts  of  any  descrip- 
tion— or  sums  awaiting  distribution  by  way  of  legacies, 
or  otherwise — in  short,  all  deposits  of  specific  sums  for 
specific  purposes — you  would,  as  a  rule,  ])lace  on  deposit 
receipt. 

To  Current  Accoioits,  on  the  other  hand,  you  would 
place  the  floating  balances  of  merchants,  traders,  and  all 
others  in  active  business;  because  these  will  fluctuate 
even  from  hour  to  hour.  And  to  current  accounts,  also, 
you  would,  as  far  as  practicable,  place  all  deposits  of  an 
avowedly  temporary  and  fluctuating  description,  as  well 
as  those  of  which  you  can  obtain  no  description  at  all ;  for, 
not  knowing  when  such  may  be  called  for,  it  is  desirable 
that  you  should  at  all  times  be  in  readiness  to  meet  them. 

This  separation  of  your  deposits  into  two  classes  is 
necessary,  less  for  your  own  guidance  than  for  the  informa- 
tion and  guidance  of  your  Directors  or  Chief  Manager,  to 
whom  the  distinction  is  of  great  financial  importance.  The 
subject  of  deposits,  indeed,  as  I  have  already  stated,  is 
mainly  a  head-office  question ;  but  in  several  respects, 
which  I  shall  proceed  to  notice  briefly,  the  subject  ad- 
dresses itself  directly  to  the  Manager  of  a  Branch. 

I  need  not  dwell  upon  the  reasonableness  and  expedi- 
ency of  your  requiring,  as  a  general  rule,  that  a  certain 
term  of  notice  be  given  before  any  deposit  is  withdrawn, 
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particiilnrly  il'  it  i^  of  lnvi;v  aiDOUiit.  1  voi'ov.  of  coiirso, 
more  particularly  to  that  section  of  your  deposits  for  wliich 
you  iijraut  "receipts;"  Itut  tlio  rule  should  he  extende«l,  as 
far  as  ]>ractical»le,  to  that  othei'  and  moi-e  tluctuatinijj  sec- 
tion of  your  deposits — the  Balances  on  Current  Account' 
or,  if  not  applied  as  a  rule,  thei"e  sliouhi  at  least  he  a.  tacit 
understanding  between  your  clients  and  3'ourself,  that  no 
floating  bahance  of  large  amount  shall  he  witlwh-nAvn  sliort 
of  two  or  thi'ee  days'  notice.  There  are  very  few  indivi- 
duals, having  large  sums  jiassing  through  their  hands,  who 
could  not  always  give  at  least  this  term  of  notice  ;  there 
are  still  fewer  who  would  rejxard  it  as  an  unreasonable 
stiimlation ;  and,  for  my  pai't,  such  persons  might  take 
their  deposits  elsewhere,  and  welcome. 

Nor  need  I  do  more  than  allude  to  the  fact,  that  by 
having  the  great  bulk  of  your  deposits  subject  to  notice, 
you  are  enabled  to  employ  or  invest  a  far  greater  pro])or- 
tion  of  their  amount — or,  in  other  words,  to  work  yovn* 
branch  with  a  much  lio-hter  cash  reserve — than  if  the  mass 
of  them  were  })avable  on  demand. 

But  the  chief  advantatje  of  havino-  the  bulk  of  your  de- 
posits  rendered  subject  to  notice  is,  that  you  thereby  in  a 
manner  render  3'ourself  proof  against  sudden  and  unlook- 
ed-for demands  of  embarrassing  amount.  A  "  run  "  u|)on 
his  deposits  is  to  a  banker  what  we  may  su]ii)ose  a  general 
conflagration  to  be  to  our  Fire  Othces,  or  the  Asiatic  cho- 
lera to  our  Life  Companies.  It  naturally  inspires  him  with 
a  degree  of  consternation,  commensurate  with  the  heavi- 
ness of  the  run  and  the  extent  of  his  means  to  meet  it — 
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and  meet  it  lio  must,  oi'  sink  under  it  for  j^ood  ;  for  the 
instiinees  arc  very  rare  of  a  bank  surviving  the  suspension 
of  its  payments — particularly  a  bank  with  branches. 

The  only  individual  in  the  community,  indeed,  wlio  can- 
not with  impunity  request  a  creditor  to  call  again  to-mor- 
row, is  the  banker.  Not  that  hegets  ])ayment  of  the  debts 
owing  to  him  with  less  trouljle  than  other  people  ;  on  the 
contraiy,  the  banker  is  a  bout  the  last  person  that  a  trader 
— ])articularly  if  he  is  in  contem|)lation  of  baidcruptcy — 
thinks  of  paying.  Nevertheless,  custom  so  rules  it,  that 
the  banker  slnll  pay  his  debts,  principal  and  interest, 
whenever  callc  i  upon  so  to  do ;  and  if  he  shall  fail  to  do 
this,  the  0:/zrtfe  is  too  good  for  him. 

It  is  in  vain  that  a  thousand  channels  of  intellig-ence 
have  again  and  again  conveyed  to  the  public  ear  the  fact, 
that  you  and  other  bankers  do  not  hold  the  whole  of  your 
deposits,  in  the  shape  of  bank  notes  or  gold,  in  your  tills ; 
and  that  to  enable  you  to  pay  interest  upon  them,  you 
have  lent  out  the  greater  portion  in  making  advances,  and 
discounting  bills,  in  the  support  and  development  of  trade 
of  your  district.  The  answer  will  be,  that  this  may  be 
all  very  true;  that  they,  your  depositors,  are  particularly 
sorry,  but  that — they  want  their  money,  and  umst  have 
it. 

But  never  despair,  noi'  exhibit  the  slightest  trepidation 
during  the  fiercest  lun,  because  nothing  could  be  more 
fatal.  If  those  who  come  first  see  that  you  are  excited  and 
alarmed,  they  will  not  ffiil  to  conclude  that  there  is  grave 
cause  for  your  alarm,  nor  will  they  fail  to  tell  their  neigh- 
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lioms  so  wlicrevor  they  meet  them  ;  and  thus  ])()ssihly  a 
run,  that  a  little  coolness  might  have  averted,  may  he 
turned  into  a  rush  that  will  overwhelm  you. 

But  there  is  another  advantage  to  l)e  gained  hy  your 
remaining  |)eif'ec-tly  cool  and  collected  under  such  circum- 
stances. The  run  may  have  come  upon  you  unawares,  and 
when  your  cash  reserve  was  comparativel}'  low,  Prohahly 
you  des])atch  your  accountant  by  daybreak  to  hejid-ottice, 
for  fresh  suji])]ies  ;  and  it  is  during  the  hour  or  two  imme- 
diately preceding  his  return  that  your  tact  and  ability 
will  be  ]nit  to  the  severest  test.  Your  object  is  to  gain 
time — nothing  more  ;  but  in  seeking  to  gain  this  you  are 
consulting  the  interests  of  those  panting  outside  your 
counter  as  well  as  your  own  ;  for  if  they  don't  get  paid  that 
.^ly,  it  becomes  a  highly  speculative  question  when  they 
vnll  be  paid. 

Your  cashier''  being  away,  and  your  being  conse(iuently 
sh(^rt-handed,  will  be  a  reasonable  excuse  for  any  sloiniess 
that  you  may  exhibit  in  clearing  your  counter  of  your 
creditors.  That  you  should  count  out  the  notes  and  specie 
necessary  to  settle  each  successive  demand,  with  unusual 
care  and  delibei'ation — not  hesitating  now"  and  then  to 
count  them  over  several  times — would  be  a  precaution 
quite  excusable  under  the  circumstances.  That  before 
paying  any  cheque  whatsoever,  you  should  go  lound  and 
consult  your  ledger  as  to  the  state  of  the  account  against 
which  it  is  drawn,  is  likewise  excusable;  and  if  you  should 
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encountei'  some  (lilliculty,  and  spend  some  time  in  finding 
the  i'olio  ot"  the  {leeount,  and  in  satisiyini;'  yonrself  hy  a 
reference  to  the  day-hook  tlisit  it  lias  heen  fully  posted  up 
— wlio  sliail  hlame  you  ? 

In  the.  ease  of  Deposit  Receipts  presented  for  payment, 
you  woidd  necessarily  check  the  calcuhitions  of  interest  in 
person,  and  avoid  exhil)itin<;'  any  unusual  haste  or  celerity 
in  tliat  })rocess,  lest  persons  mii^ht  fancy  you  were  lahour- 
ino-  undei'  excitement ;  so  in  that  of  letters  of  credit  drawn 
upon  you,  an  elaboi'ate  com{)arison  of  the  letter  with  its 
corresponding  advice  is  not  to  be  omitted. 

You  would  of  course,  begin  to  |)ay  every  demand  >)>  your 
ov II  notes :  by  which  means  you  would  subject  your  cre- 
ditors to  the  painful  necessity  of  inventing  a  series  of 
fictions  on  the  s))()t,  as  reasons  vjIhj  they  w^ould  rather  have 
gold — a  choice,  liowever,  which  j^m  would  instantly  meet 
by  a  mild  but  re[)roachful  compliance  :  re-counting  the 
notes  before  you  return  them  to  your  till,  and  slowdy  re- 
placing them  b}'  tlie  species  of  currency  required. 

For  killing  time  under  the  circumstances  supposed,  an 
occasional  dash  at  politics  and  the  weather  would  be  found 
of  considerable  service.  If,  in  addition,  you  should  con- 
ceive an  im])romptu  interest  in  the  private  well-being  of 
your  cj-editors  generally,  their  wives,  families,  and  farms ; 
and  kee])  u]>  a  well-directed  fire  of  questions  on  these  in- 
teresting topics,  and  manifest  a  lively  sympathy  in  the 
replies,  it  is  incredible  what  an  amount  of  business  you 
might  seem  to  do  compared  with  the  business  actually 
done.     Mr.  Pecksniff's  horse,  you  may   recollect,  by  a 
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simple  dis[)lay  of  high  and  extraordinary  action,  inspired 
those  who  knew  him  not  with  a  lively  ho[)e  in  Ids  powers 
of  speed. 

Tliese  hints  for  conduct  under  a  run  will  apj)ear  to  you, 
jierliaps,  of  an  over-bold  and  (piestionable  character — 
thrown  off  more  in  jest  than  in  earnest,  probably.  I  care 
not  how  you  take  them,  provided  you  bailie,  liy  otiierand 
better  means,  any  blind  and  causeless  run  that  may  assail 
vou. 

And  there  are  those,  if  I  am  not  misinformed,  who  have 
not  hesitated  to  meet  such  emergencies  by  ivsistance  of  a 
more  positiv^e  and  etl'ectual  character  than  the  compara- 
tively mild  and  passive  course  which  I  have  sketflied 
above.  During"  the  ])anic  of  1847,  the  Manager  of  a  remote 
branch  of  a  joint-stoclj  bank  called  his  accountant  aside, 
aftei'  the  close  of  business  one  afternoon,  and  addressed  him 

in  terms  something  like  these  :  "  Now,  Mr. ,you  see  how 

matters  stand.  I  am  ort'to  head  otHce  for  more  cash.  You 
must  work  the  branch  through  to-morrow  xomehov: — I  give 
yowca.rtt  b/diiche.''  And  he  did  wiseiy.  His  accountant 
had  just  that  sort  of  coolness,  with  a  dash  of  audacity  in 
it,  fitted  for  such  emergencies.  There  was  a  great  rush  of 
depositors  with  their  receipts  for  payment  the  next  day. 
He  told  them  ((piietly  mending  his  pen  the  while),  that  he 
was  very  sorry,  but  a  recent  order  of  the  Directors  was 
imperative — "  No  deposit  t<^  be  taken  or  paid  short  of  ten 
(lavs'  notice."  The  Manafjer,  if  he  were  at  home,  which  he 
would  be  to-morrow,  might,  perha})s,  break   through  the 
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rule  ;  but  as  for  hiuisolf,  he  was  only  a  clerk,  and  couldn't 
afford  to  lose  his  situation.     And  he  didn't. 

During  the  same  f)anic,  a  cashier  in  the  head-office  oi'one 
of  the  banks  which  were  then  run  upon,  had  a  che([ue  pre- 
sented to  him  for  payment  of  an  amount  which  he  actually 
had  not  funds  in  the  till  to  meet  at  the  moment.  He, 
therefore,  with  a  daring  humour,  wrote  in  the  corner  of 
the  cheque  "  no  funds,"  which  was  true  enough  in  one  sense 
— seeing  there  were  no  funds  in  thel)ard<  to  meet  it — and 
di'dionoured  the  cheque.  The  transaction  caused  the  with- 
drawal of  a  fine  account,  but  it  saved  the  Bank. 

One  other  anecdote,  and  relative  to  the  same  |)eriod, 
and  I  (|uit  the  subject.  The  Manager  of  a  certain  branch 
found  himself,  at  the  close  of  business  one  arduous  day, 
with  little  over  £50  in  his  till,  wjiilst  it  was  im[)ossible, 
before  the  afternoon  of  next  day,  to  increase  his  reserve. 
Hisaccountant,a quick-witted  fellow, before  startingfor the 
head  office,  quietly  locked  the  cash-safe  (keeping  the  fact 
to  himself),  i)ut  the  key  in  his  pocket,  and  took  it  with 
hin),  rightly  judging  that  it  would  be  better  for  the  Ma- 
nager next  day  to  meet  his  depositoj's  with  no  money  and 
a  good  excuse  than  with  a  beggarly  £50  and  no  excuse  at 
all.  The  ruse  succeeded.  The  Manager  had  no  difficulty 
in  showing  what  he  really  felt,  viz.,  a  good  deal  of  uneasi- 
ness, and  the  locksmith  vainly  labouring  for  hours  to  pick 
the  impracticable  lock,  conq)leted  the  illusion.  The  de- 
positors, full  of  sympathy  for  the  Manager,  with  one  ac- 
cord agreed  to  call  again  in  the  afternoon,  which  they  did, 
and  their  demands  were  satisfied,     (I  trust  the  account- 
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ant  has  lon^  since  received  either  ])r()m(>ti()n  (»]•  a  suhstan- 
tial  addition  to  his  snlary.)* 


*« 


*  The  reader  is  at  liberty  to  believe  theao  amusim^  stories,  or 
part  of  them,  as  may  suit  his  fancy.  Like  ohl-fashioned  works  <»f 
fiction,  tliey  are  doubtless  founded  on  fact  ;  and  they  are  siui^uhirly 
hko  stories  that  have  been  current  in  Canada  of  thc^  manner  in  which 
*'  runs  "  have  been  met,  such  as  tliat  friends  of  a  bank  woukl  agree 
to  crowd  roinid  a  counter  and  draw  out  f^'ohl,  keei»ini^  the  rush  (jf 
Tlepositors  bitck  meanwliile,  the  whole  being  returned  after  busi- 
ness hours,  ttc,  itc. 

Another  ruse  to  gain  time  was  to  make  all  payments  in  one  dol- 
lar gold  pieces,  the  most  inconvenient  coin  perlia[)S  that  the  wit  of 
man  ever  devised,  and  which  might  have  been  specially  contrived 
for  the  purpose. 

Theae  expedients  are  all  very  well  when  it  is  a  [trimary  object  to 
gain  time.  But  it  is  folly  to  employ  them  otherwise,  for  the  most 
effectual  method  of  "kiUing"  a  run  is  to  meet  it  promptly  and 
coolly,  paying  demands  quickly,  as  if  they  were  n(jt  of  the  slight- 
est importance.  It  is,  however,  desirable  to  have  a  good  show 
of  iiold  OH  the  coiuiter. 
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Lkttkr  XV. 
REVENUE  OF  A  BRANCH. 

THE  IJAl'E  UF  IJANK  INTKRliST  N'l-X'KHSAUILV  lIUillKi;  IN  THE 
CUUNTUY  THAN  IN  LONDON — THH  (JIIlCirMSTANCKS  WHIcrf 
USUAfJ.Y  DKTEHMINI-:  THE  KATES  i)l<  DrSfOUNT  ON  BILLS — 
AND  OK  INTEUKST  ON  CUURENT    ACCOUNTS. 
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^HK  revenue  of  a  ln'ancli  naturally  <li\i(1es  itself 
3iS  '^'^'*  ''*^'**  i»i"ii»ci[)al  sources,  viz.,  Interest  and 
Si'Sft  ^ '<>^IMI^^I<>N;  iUid  each  of  these  aijain  lias  its  pr'-ti- 
cular  sul)-(livisions,  ot  which  inor(^  licreaiter  \ 
tlic  meanwhile,  it  would  seem  necessar}'  to  disabuse 
some  of  your  clients  ot"  certain  erroneous  and  embarrass- 
ing- notions  which  they  appear  to  entertain  on  the  subject 
of  banking  proiits  in  tiie  abstract;  and,  first,  as  regards 
the  question  of  bank  interest. 

Your  rates  of  interest  and  discount,  then,  will  lluctuate 
to  some  extent,  in  accordance  with  the  tluctuations  of  the 
money  market.  A  rise  or  fall  in  the  value  of  money  in 
London  is  instantly  felt,  and  generally  followed,  through- 
out the  country  ;  because  the  metropolis  is  the  market 
sought  universally  by  the  country  banks,  whether  they 
desire  to  lend  or  borrow  money.  Towards  London,  there- 
fore, as  to  a  common  centre,  are  flowing  continually  from 
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the  nt^^iieultur.'d  disti-iets  tliose  l)ankinL;  f'u!i<ls  wln'eli  nrc 
found  to  bo  in  excess  of  tlic  monetary  wants  of  the  local- 
ities where  they  have  aconnnilated  ;  and  fi-oni  London,  as 
contiiHially,  are  these  funds  lieinij  distributed  over  the 
mercantile,  manufacturini,'  and  niinin«:f  districts,  where 
money  is  usually  in  demand,  and  where  such  funds,  there- 
fore, can  generally  titid  ready  employment.  London,  in 
short,  is  the  great  monetary  heart  of  England,  and  its 
pulsations  are  felt  to  the  farthest  extremity  of  our  bank- 
ing system. 

fjut  in  one  respect  your  rates  of  interest  will  be  invari- 
able— they  nuist  invariably  be  above  the  London  rates. 
Von  will  follow  the  London  rates,  but  it  must  be  at  a 
respectful  distance — particularly  if  the  tendenc}^  is  down- 
wards— because  you  must  at  all  times  maintaiii  that  dif- 
ference betwixt  the  London  rates  and  your  own,  which 
will  make  a  reasonable  compensation  for  the  relatively 
gi'cater  expense  upon  which  your  business  is  conducted. 

You  state,  however,  that  you  find  the  greatest  difficulty 
in  making  your  customers  understand  this.  "  I  could 
manage  the  majority  of  them  tolerably  well,"  you  add, 
*''but  for  a  pestilent  little  tailor — Clipps  by  name — who 
neglects  the  little  business  he  has  to  bestow  an  immensity 
of  thought  on  the  currency.  His  '  turn  over '  in  his  busi- 
ness is  the  merest  triHe,  but  he  has  a  theory  of  currency 
which  he  turns  over  with  wonderful  pertinacity  and  vi- 
gour. In  short,  Clipps  is  an  oracle  amongst  the  trades- 
men here,  and  he  keeps  them  in  a  continual  ferment 
about  the  iniquity   of  our  money  laws   in  general,  and 
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the  extortion  practised  uiKler  them  by  myself  in  parti- 
cular ;  the  difference  betwixt  the  London  rates  and  our 
own  V)eing  his  constant  tlieme  of  invective."  [The  origin 
of  Mr.  Clipps'  hostility  to  the  present  system  of  banking 
and  cunencty  in  Kngland,  you  attribute,  J  obsei've,  to  your 
predecessor  having,  many  years  ngo,  refused  to  discount 
for  liim  a  small  bill  upon  a  duljious  acceptor.] 

Now,  if  you  discounted  the  same  amount  of  bills  in 
Huofirleton  that  a  London  bill-broker  does  in  the  course  of 
the  twelve  months,  that  might  be  a  good  reason — other 
things  being  equal — for  your  adhering  to  the  London  rates 
of  discount ;  but  what  are  the  facts  ? 

On  the  average  you  have  under  discount  bills  to  the 
amount  of  £2(),0{)0.  Say  that  your  gross  profit  upon  that 
sum  is  even  as  much  as  2|  ])er  cent.  :  this  v/ould  amount 
to  £500  a  year. 

A  bill-broker,  however,  would  not  consider  a  few  mil- 
lions an  overwhelming  sum  to  have  under  discount  atone 
time.  But  say  a  single  million,  and  instead  of  2J  per 
cent.,  let  the  profit  be  only  J  per  cent,  upon  the  amount ; 
nevertheless  the  result  would  be  £5,{){){)  a  year. 

It  follows,  on  this  estimate,  that  a  London  bill-broker, 
although  he  charged  five  times  less  profit  than  you,  would 
nevertheless  realize  ten  times  your  revenue.* 

Nor  docs  the  expense  of  his  establishment  exceed  yours 
in  anything  like  a  corresponding  ratio.  For  every  £50 
bill  which  you  discount,  he  will  probably  discount  one  for 

*  The  profit  ia  estimatod,  it  will  bo  noticed,  on  the  principle  laicl 
down  in  the  note  on  Letter  IX. 
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X5,()0()  ;  jiTid  the  same  number  of  book-entries,  tlie  .same 
amount  of  calculation,  time,  trouble,  and  expense  gen- 
erally will  suftice  to  pass  through  your  books  the  on'"  Mil 
or  the  other.  But  your  profit  upon  the  XoO  bill,  if  at 
three  numths'  date,  would  l)e  (Is.  3il.  only  ;  whereas  uj)on 
the  larger  bill,  at  the  same  cuirency,  the  pioHt  of  the 
broker  would  be  £6  os. 

The  case  is  different  in  Manchester,  Liveqwol,  and  other 
great  marts,  which  are  second  only  to  London  itself  in  the 
magnitude  of  their  connnereial  and  banking  operations. 
In  these  places  there  are  mercantile  accounts,  the  transac- 
tions upon  any  one  of  which  exceed  in  volume  the  trans- 
actions on  all  the  accounts  of  your  branch  put  together. 

In  Manchester  and  Liverpool,  therefore,  and  in  other 
great  towns  similarly  cii^cumstanced,  the  enormous  amount 
of  business  tran.sacted  enables  the  l)anks  to  assimilate 
their  rates  of  discount  more  closely  to  those  of  London 
than  can  possibly  be  done  in  remote  country  j)laces,  where 
banking  transactions  are  com])aratively  few  in  number 
and  trifling  in  amount. 

Should  you,  however,  find  these  argunnents  to  he  above 
the  comprehension  or  beneath  the  notice  of  Mr.  (1i}>])s, 
there  is  another  ground  on  which  to  put  the  matter. 

You  are  established  in  Iluggleton,  then,  witli  all  the 
means  and  appliances  for  conducting  many  times  the 
amount  of  business  which  you  transact ;  but  which,  not- 
withstanding, are  requisite  to  enable  you  to  transact  the 
business  which  you  actually  tlo.  You  have  brought  to  the 
very  doors  of  the  Huggleton    peo})le  "/.i    establishment, 
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smjill  in  one  I'ospoct,  but  equal  in  all  others  to  a  hank  on 
the  largest  scale  of  magnitude — that  is  to  say,  you  are 
prepared  to  undertake  and  to  carry  through  any  banking 
transactions  wliatsoever  that  any  other  bank  out  of  Lon- 
don can,  and,  in  most  cases,  on  the  same  scale  of  charges. 

But  change  the  position  of  matters,  and  say  that  Hug- 
gleton  shall  be  without  a  bank,  and  its  inhabitants  com- 
])elled.  therefore,  to  travel  twent}^  miles  to  <"he  nearest 
town  for  every  hanking  operation  which  t.  .eyhave  to 
transact.  Will  even  Mr.  Clipps  assert,  under  these  cir- 
cumstances, his  fellow-burghers  should  conduct  their 
banking  business  on  the  same  terms  that  they  now  do  ? 

Will  Mr.  Clipps  himself,  to  bring  the  matter  still  nearer 
home,  part  with  a  yard  of  broadcloth  on  ))recisely  the 
same  tei'ins  that  you  can  purchase  the  same  article  in  the 
mart  whence  he  brought  it  ?  If  you  were  to  suggest  such 
a  thing,  Mr.  Cli[)ps  would  not  be  slow  to  assure  you  that 
there  was  a  material  difference  betwixt  selling  wholesale 
and  selling  by  retail ;  that  for  one  yard  he  sold,  the  ''house" 
wonld  sell  a  thousand  :  that  they  could  go  on  the  princi- 
ple of  small  profits  and  cpiick  returns ;  but  his  returns 
being  exceedingly  slow,  his  profits  must  be  proportionately 
large.  Tf  Mr.  Clip[)S  cannot  see  the  application  of  this, 
he  must  be  labouring  under  mental  derangement. 

From  the  general  pr'iiciple,  viz.,  that  the  rates  of  in- 
terest in  country  places  must  necessarily  exceed  those  of 
the  metropolis,  let  us  now  enter  briefly  into  detail :  and 
first,  as  regards  the  rates  of 
Discount  on  BilU. —  These  will  vary  in  accordance,  first, 
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with  the  character  of  the  l)ills.  A  first-rate  coiiiiiiereial 
bill,  drawn  by  a  first-rate  house,  upon  a  first-rate  acceptor, 
for  example,  is  obviously  of  a  higher  character  than  such 
a  bill  as  we  have  described  as  being  drravn  by  Mr.  Bowd- 
ler  on  his  friend  David  Starkey  ;  and,  accordingly,  the  rate 
upon  the  former  will  be  much  lower  at  all  times  than  that 
upon  the  latter. 

Again,  there  is  always  a  market  for  first-class  pa})er : 
you  can  always  ^t;//  such  bills,  or  re-discount  them,  which 
is  nearly  the  same  thing:  but  for  inferior  l»ills  the  mar- 
ket is  always  uncertain, -si nd  sometimes  closed  altogether. 

The  first-class  bill,  moreover,  you  can  rely  ujxin  being 
met  to  the  day — not  so  as  regards  the  other.  By  dealing 
in  the  foi'mer,  therefore,  you  have  at  all  times  the  abso- 
lute command  of  your  financial  position.  Cease  to  dis- 
count them,  or  reduce  the  number  which  3'ou  discount, 
and  your  reserve  of  cash  instantly  V)eginsto  enlarge;  but 
cease  discounting  Mr.  Bowdler's  j)aper,  and  you  are  not 
absolutely  certain  of  thereby  augmenting  your  cash  re- 
serve at  all,  inasmuch  as  his  bills  are  met  with  singular 
irregularity.  For  these  reasons,  the  first-class  bill  always 
commands  a  higher  price, — or,  what  amounts  to  the  same 
thing,  it  can  always  be  turned  into  cash  at  a  lower  rate 
of  discount  than  any  other  description  of  bills."* 


first, 


*  "  The  first-class  bill  conimunds  a  higher  price." 
This  remark  is  suggestive  of  thought.     The  discounting  of  a  bill 
is  really  the  piircluise  of  the  acceptor  or  promissor's  obligation,  gen- 
erally with  the  right  of  recourse  against  the  custonier  in  case  of  its 
non-fulfihueiit. 
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Ynui'  lalcvsof  discoiint  will  vary,  secondly,  in  accordance 
with  the  currenci/  of  bills.     You  cannot  discount  a  bill  at 

Viewed  in  this  comnioii  sense  and  practical  light,  it  can  be  under- 
stood at  once  that  rates  of  discount  vary  with  the  character  and 
means  of  the  parties  to  the  bill. 

Bills  to  a  banker  can  be  classified  as  accurately  as  wheat  to  a 
miller,  cotton  to  a  dry-goods  merchant,  or  vessels  to  a  shipowner. 
In  the  London  money  market  there  are  numbers  of  bills  discount- 
ed, drawn  by  a  Bank  upon  a  Bank,  and  endorsed  by  two  responsi- 
ble wholesale  houses  in  addition.  These  are  the  bills  that  are  dis- 
counted at  so  low  a  rate  by  the  Bank  of  England,  and  it  should  be 
remembered  that  the  Bank  rate  is  fori)Uls  of  this  clans. 

We  have  no  such  bills  for  discount  in  Canada.  Our  very  bent 
bills  are  of  a  much  lower  grade  ;  hence  the  average  rate  of  dis- 
count is  always  higher  ;  that  is,  the  bills  sell  at  a  lower  price.  If 
it  were  customary  to  buy  bills,  as  is  sometimes  done,  at  a  certain 
price  for  the  bill — say,  a  bill  of  $1,000  for  $980,  it  ia  evidently 
reasonable,  that  if  a  first-class  bill  were  worth  $980,  a  second-class 
bill  would  be  worth  less — say  8970  ;  and  a  third-class  still  less,  or 
perhaps  only  $900.  Laws  which  attempt  to  prevent  the  free  play 
of  bargain  and  sale  in  bill  transactions  are  as  siirely  inoperative  as 
laws  would  be  to  regulate  the  price  of  grain  or  cotton.  Poor  cot- 
ton is  not  worth  as  much  as  good  ;  neither  is  a  poor  bill  worth  as 
much  as  a  good  one.  And  again,  whereas  the  same  quality  of 
wheat  is  sometimes  worth  only  $1  per  bushel,  and  sometimes  $1.50, 
so  a  bill  of  the  same  (juality  is  sometimes  worth  more  than  at  other 
times.  In  technical  language  we  say  the  ''rate  of  discount"  varies, 
but  what  really  varies  is  the  jDrice  of  bills,  according  to  the  plenti- 
fulness  or  otherwise  of  money  to  buy  them  with.  The  method  of 
(juoting  bills  by  their  selling  value  is  well  established  in  the  case 
of  foreign  bills.  No  one  dreams  of  making  objection  to  the  fluctua- 
tions of  ■'he  market  for  sterling  exchange,  as  bills  on  England  are 
called,  or  to  the  different  rate  for  a  banker's  bill  and  a  private  one, 
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six  months'  dute  for  tlic  same  rate  at  wliich  you  could 
discount  a  bill  at  two  montlia'  date.  By  investing  your 
funds  in  the  former  class  of  bills,  it  is  obvious  that  you 
would  turn  your  capital  over  only  tivice  within  the  year ; 
whereas  by  investing  your  funds  in  bills  having  an 
average  currency  of  two  months'  to  run,  your  capital 
would  revolve  six  times  within  tlie  year. 

If,  for  example,  your  current  rate  of  discount  were  5 
per  cent,  and  the  usual  5s.  per  cent,  commission,  and  you 
regularly  invested  ^£2(),0()()  in  bills  at  two  months'  date, 
the  result  would  be  for  the  year — 

5  per  cent,  on  £20,000 £1,000 

Six  commissions  on  do,  5s.  per  cent,  each  300 

£1,300 

Now,  to  invest  the  same  amount  to  ecpial  advantage  in  six 
months'  bills,  your  rates  would  rec[uire  to  be  six  per  cent, 
interest  and  J  commission.     For 

£20,000  at  six  per  cent.  =     £1,200 


Two  commissions  of  1  each 


=  100 


£1,800 

And  this  is  on  the  supposition  that  none  of  the  bills 
are  retired  or  paid  through  you  when  due.  The  proba- 
bility is,  however,   that  a  considerable  portion  of  them 

but  precisely  the  same  principle  applies  to  bills  whoso  currency  is 
wholly  inland,  or  which  are  drawn  on  a  foreign  country,  payable  in 
the  same  currency  as  our  own.  Legislators,  however,  are  not 
always  overburdened  with  intelligence  in  c<)mniercial  matters. 
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may,  and  if  so  it  is  almost  siipurliuous  to  observe  that  you 
would  have  three  bills  to  retire  under  the  short-date 
system  for  every  one  which  you  would  have  to  retire  un- 
der the  other. 

0)1  Current  Accounts  overdrawn,  the  rate  of  interest 
charged  is  determined  as  much  by  the  nature  of  the  ac- 
count as  by  the  existing  state  of  the  mcjiiey-market. 
Other  things  being  equal,  the  interest  charged  will  be  at 
a  higher  rate  upon  an  account  always  overdrawn  than 
upon  an  account  tlie  balance  of  which  fluctuates  from  one 
side  to  the  other.  And  again,  the  interest  will  be  higher 
upon  the  balance  of  a  com[)aralively  inactive,  than  upon 
that  of  a  highly  operative  account. 

The  country  banker,  in  fact,  does  not  much  regard  the 
interest  upon  current  accounts  as  a  source  of  profit.  The 
value  of  these  accounts  in  this  respect  he  estimates  by  the 
amount  of  operations  upon  them,  and  the  consequent  com- 
mission accruing  to  him  from  these  operations.  And  this 
explains  the  apparent  anomaly  of  a  higher  rate  of  interest 
being  sometimes  charged  upon  bills  than  upon  the  balances 
of  overdrawn  accounts. 

It  is  different  in  the  case  of  accounts  which  have 
ceased  to  be  operative  and  assumed  the  character  of  dead 
loans.  The  commission  chargeable  upon  an  account  ceases,  of 
course,  with  the  operations  upon  it ;  hence,  uj)on  dormant  ac- 
counts, the  interest,  being  the  sole  revenue  derivable  from 
them,  must  necessarily  be  charged  at  a  higher  rate  than 
upon  those  which  are  active. 

On  certain  of  your  less  active  accounts,  you  tell  me  that 
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you  cliargo    Ijy  ainuioement   n   coiiiinission   on  the  sum 
that  oiicjkt  to  have  been  turned  over  ui)on  them— tliafc  is 
to  say,  upon  an  account  regularly  overdrawn  £1,()()(),  you 
charge  commission  on  live  times  that  sum  every  hall-year, 
whether  the  operations  have  reached  that  amount  or  nut! 
This  may  be  a  remunerative  charge— but  it  is  an  unsound 
description  of  business   to  countenance ;  and  unless  the 
overdraft  is  covered   by  undoul)ted   banking  security,  an 
unsafe  and  perilous  description  of  advance.     It  is  a  safe 
inference  that  if  all  the  money  passing  through  the  hands 
of  a  trader  in  the  course  of  six  months  does  not  exceed  the 
advance  upon  his  account  in  the  proportion  of  five  to  one, 
you  are  lending  him  by  far  too  much,  and  that  he  is  trad- 
ing on  your  capital— little  to  his  own  advantage,  it  may 
be,  and  still  less  to  yours.     No  rate  of  commission,  tiiere- 
fore,  justifies  the  continuance   ijf  such  advances.      They 
ought  to  be  recalled  or  reduced,  and  the  money  advanced 
to  parties  who  will  make  more  legitimate  use  of  it,  and  at 
the  same  time  pay  you  as  well  or  better  for  it. 
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THK  c:()MMISSION  CHAIKJED  BY  (!OUNTRY  l!ANKS  THEIR 
J'RINCIPAL  SOURCE  OF  PROFIT — BANKINCi  PROFITS  LESS 
THAN  THOSE  OF  OTHER  TRADES — LONDON  PRINCIPLE 
OF   CONDUCTING    A    RANK   ACCOUNT — SCOTTISH    SYSTEM. 


^jjfiN  treating  of  interest  as  one  of  the  two  main  sources 
4M||  of  the  revenue  of  a  bank,  incidental  allusion  was 
"^T^f  made  to  the  other  great  branch  of  the  income  of 
"^     a  country  bank    in   England,    viz.,    the    CoMMis- 
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SION  usually  charged  by  it  on  transactions  with  its  cus- 
tomers, in  order  to  exphiin  why  the  interest  upon  ad- 
vances, a])parently  similar  in  character,  varied  sometimes 
materially  in  rate.  But  the  subject  of  Commission  is  large 
enouii'h  to  merit  more  formal  consideration. 

With  very  few  exceptions,  then,  the  country  banks 
throughout  England  charge  the  uniform  rate  of  5s.  per 
cent,  for  transactinfj  the  bankino-  business  of  their 
customers  ;  and  it  is  not  an  unusual  estimate  that  the 
revenue  derived  from  this  source  represents  the  net  profits 
of  the  bank — the  difference  betwixt  the  rate  of  interest 
allowed  and  that  charged  to  its  customers  being  required 
to  cover  the  expenses  of  the  establishment.     The  esthnate 
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will  not,  of  course,  hold  ^^ood  in  all  cases.  Tii  some  in- 
stances more,  in  others  less  than  the  difterence  of  interest 
will  he  ]'e(|nired  to  cover  these  expenses  ;  hut  as  an  aver- 
age, the  estimate  may  he  reganlcd  as  a  fair  one,  and  as 
showing,  consequently,  the  importance  of  this  hranch  of 
the  income  of  a  country  hank. 

There  are  those,  howiwer,  who  crir<l  at  the  char<xe  as 
exorhitant,  and  who,  therefore,  take  every  means,  directly 
and  indirectl}^,  to  evade  it  (little  to  their  own  advantage, 
I  may  observe,  hy  the  way,  but  of  that  more  hereafter), 
but  if  the  banker's  profit  is  exorbitant,  what  shall  we  say 
of  the  profits  of  trade,  which  range  from  €5  to  £20  percent. 
— or  fromtiue)  it  u  to  eighty  times  the  rate  of  banking  profit? 
True,  the  banker  has  a  greater  volume  of  transactions  pass- 
ingthrough  his  hands,  and  consequently  his  aggregate  ])rofits 
may  be  as  great  as  those  of  some  other  traders  on  the 
amount  of  capital  employed  ;  but  that  the  profits  of  a 
bank  are  the  reverse  of  extravagant,  the  average  rate  of 
dividend  paid  by  joint-stock  banks  to  their  proprietors 
will  testify  to  the  satisfaction  of  any  reasonable  person. 

But  you  will  be  told  that  the  London  bankers  do  not 
charge  commission.  Neither,  however,  do  they  allow  in- 
terest on  current  account  balances;  and  if  they  do  not 
charge  a  fixed  rate  of  commission,  they  expect  that  you 
will  not  quite  forget  their  clerks  at    Christmas  time.* 

*  There  are  a  few  exceptions  to  this  rule.  Several  of  the  joint-ntock 
banks  in  Loudon  allow  interest  on  balances  above  6200,  but  the  rate  allowed 
is  coinparatively  low,  and  even  its^  l)einy  allowed  at  all  is  hampered  with 
restrictions  which  render  it  in  many  ins'tances  (juite  nominal.     The  joint- 
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Tliui'cfoco  it  (l(![((^n(ls  cntiioly  upon  tli<;  tuitinc^  of  ;i  bjiiik- 
ing  account  whether  it  will  he  more  profitable  to  the 
holder  on  the  Loudon  or  the  country  principle.  By 
being  charged  with  commission,  but  ci'edited  with  interest, 
may  be  (juite  as  advantageous  as  to  escape  both. 

There  is  another  point  of  view,  however,  from  which  to 
regard  the  respective  advantages  of  the  Londcjn  and  the 
country  principle  of  conducting  n  banking  account.  The 
London  jnunciple  is,  that  you  shall  not  only  I'eceive  no 
interest  upon  your  account,  but  that  you  shall  never 
reduce  the  balance  below  a  certain  sum  ;  and  this  sum 
will  be  regulated  in  some  measure  l)y  the  number  and 
magnitude  of  the  operations  upon  the  account.  In  open- 
ing an  account  with  a  London  Ijanker,  therefore,  you  in 
effect  permanently  sink  or  invest  a  certain  portion  of  your 
capital.  You  may,  certainly,  at  any  time,  withdraw  the 
money,  but  if  you  do,  you  must  close  the  account ;  and 
it  is  not  a  slight  consideration  for  any  man  in  business  to 
change  his  banker.  But  in  opening  an  account  with  a 
country  banker,  no  such  investment  of  a  portion  of  your 
capital  is  necessary.  Whatever  your  balance  is,  it  is  at 
your  command,  and  the  understanding  is  that  you  may 
withdraw  it  at  any  moment. 

Nor,  according  to  the  country  system,  is  the  customer 
invariably  restricted  to  drawing  only  the  sum  standing 
at  his  credit.  To  the  London  banker,  "  overdrawn  ac- 
count "  is  practically  an  unknown   term.     To  be  called 

stock  banks,  moreover,  tlo  not  ])ermit  the  acceptance  of  Christmas  gratuities 
fx'om  the  customers  of  the  bank. — Author. 
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u))ou  to  pay  a  cheque  for  £1,000,  ag'ainst  an  account  hav- 
ing only  £o()()  at  its  credit,  would,  probably,  suggest  to 
his  mind  a  happy  illustration  of  the  height  of  impudence. 
But  the  country  banker,  by  a  pretty  long  course  of  ex- 
perience, has  become  habituated  to  his  custom — j)rob}ibly 
as  eels  are  said  to  get  accustomed  to  being  .skinned.  In 
the  country,  therefore,  a  party  might  not  only  retain  the 
command  of  the  entire  balance  at  his  banker's,  but  might 
feel  tolerably  secure  of  being  permitted  to  draw  for  some- 
thing more,  if  his  credit  were  sound,  his  means  good,  and 
the  occasion  required  it. 

Now,  to  any  one  engaged  in  business  the  question  is 
simply  this — will  not  the  absolute  command  of  the 
balance  at  his  banker's,  and  something  more,  enable  him, 
in  the  ordinary  course  of  things,  now  and  then  to  take 
advantage  of  the  market,  and,  by  the  use  of  this  money, 
realize  a  profit,  compared  with  which  the  total  commission 
charged  upon  the  account  for  the  twelve  months  would 
be  a  mere  bagatelle  ?  They  must  be  singular  times,  in- 
deed, in  which  such  occasions  do  not  arise  ;  and  he  must 
needs  be  a  dull  fellow  who  lets  them  slip. 

But,  again,  there  is  the  Scottish  system,  under  which 
you  are  charged  no  commission,  but  yet  are  credited  with 
interest  on  your  account.  You  will  probably  be  asked, 
with  an  air  of  triumph,   to  get  over  fliat  if  you  can. 

The  readiest,  and  perhaps  the  most  conclusive  answer 
to  this  would  be,  to  suggest  to  the  gentleman  in  waiting 
for  a  reply,  whoever  he  may  be,  the  expediency  of  his  at 
once    emigrating     to    that   portion     of  Her    Majesty's 
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(lomiiiious,  iiiitl  tiyiiig  lijs  fortimes  where  "  tliu  extoitioii  " 
of  whic^li  lie  coin] )ljii IIS  is  haj^pily  unknown. 

Oi',  it'  tliis  reply  siuaeks  too  much  of  petulaiioe  nnd 
discourtesy  for  ijenenil  use,  there  is  another  whicli  I  take 
to  l)e  (|uite  as  concUisive  in  its  way,  altlioui;li  Kiss 
portable. 

The  8c()ttish  itanks,  tlien,  as  a  l»<»(ly,  enjoy  two  thin<^s 
wliich  the  Kn<,dish  country  hank(Ms  dn  not,  vi/.,  tlie  un- 
limited confidence  of  the  public,  and  the  privilege  of  issu- 
ing one  pound  notes. 

It  matters  not  tliat  you  enter  into  an  historical  state- 
ment of  how  this  contidcnce  arose,  spread,  and  became 
confirmed  ;  it  is  enouij^h  that  it  exists,  and  that  it  has 
been  the  cause  of  throwing  into  the  liands  of  the  Scottish 
banks  the  enormous  aggregate  of  fivc-and-twenty  millions 
of  deposits,  of  which  twenty  are  peiinanent  and  exempt 
from  fluctuation  as  the  princi})al  sum  of  the  national  debt 
itself.  As  regards  the  small  note  issues,  it  is  sufficient 
here  to  state  that  tliey  form  two-thirds  in  amount  of  the 
whole  paper  currency  of  Scotland. 

Now,  to  enable  the  English  country  banks  to  conijiete 
with  their  Scottish  contemporaries  in  the  scale  of  banking 
cliarges,  you  would  have  to  place  them  on  a  similar  foot- 
ing in  other  respects.  Their  present  limit  <^f  issues  ^d' 
£<S,()()0,()()(),  for  example,  must  be  extended  t  j(K),00(), 

to  admit  of  a  proportionate  issue  of  small  n*  s,  and  theii 
existing  aggregate  of  deposits,  whatever  the\  n  -xy  be, 
should  be  raised  to  something  like  two  hundred  million 
of  pounds  sterling. 
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Let  it  Ik'  f'urtliei' jU'i'imi;(Ml  tluit  one  1miii(1i»;i1  ami  sixty 
millions  iA'  tiiosi^  sliall  contiiiuc  as  ponnanent  and  fVoe 
from  thictuation  as  tlw'  twenty  millions  of  the  Scottish 
deposits  arc — exempt  the  hanks  in  Kiii^'land  tVom  the 
action  or  the  fear  of  "lains" — and  on  these  conditions 
you  may  snfely  ])lcdi^e  your  honour  as  ii  <^entl(Mnan  that 
the  C'ountiy  iiaidvers  of  Knj^land  would  ahandon  the 
charge  for  commission,  and  look  to  theii'  depositK  and  cir- 
culation solely  as  scmrces  of  revenue  and  protit. 

But  a  change  is  coming;  over  the  Scottish  system,  as  to 
the  principle  of  charging  commission  on  (Uirrent  accounts. 
Already  the  principle  has  been  introduced — very  partially 
it  is  true — but  it  is  the  ])oint  of  the  wedge.  The  truth  is, 
that  Sir  Robert  Peel's  Scottish  Bank  Act  of  IHU\  etfected 
a  fundamental  change  in  the  })rinciple  of  issuing  notes  in 
that  country.  Previous  to  that  enactment  the  banks  had 
been  regarded  as  the  most  competent  judges  of  the  amount 
of  notes  it  was  prudent  for  tliem  to  issue,  and  also  of  the 
reserve  in  sj)ecie  it  was  desirable  to  hold  against  thetn. 
J>ut  the  Act  sets  bounds — and  very  arbitrary  bounds — to 
both.  It  declared  that,  up  to  a  certain  point,  every  bank 
should  issue  notes,  with  or  \vithout  a  reserve  of  specie,  as 
it  thought  best ;  Imt  that  every  note  issued  beyond  this 
point  or  limit  must  be  repi'csented  by  specie  in  the  coti'ers 
of  the  issuer. 

Now",  previous  to  this  enactment,  it  was  the  interest  of 
each  bank  to  maintain  the  circulation  of  its  own  notes  at 
the  highest  attainable  point  whi(di  the  action  of  the  local 
exchanges  would  permit,    Of  the  total  circulation  recpired 
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for  the  iiionetiiry  wants  of  Scotland,  and  of  wliicli  tlio.se 
exchanges  were  the  ceaseless  and  unerring  corrective,  I 
say  it  was  the  policy  of  each  bank  to  procure  ns  large  a 
shai'c  as  it  could.  Its  customers,  therefore,  were  en- 
couraged to  })ay  in  to  their  credit  the  notes  of  other  banks 
as  they  collected  them,  and  to  make  their  ))ayments  ex- 
clusively in  the  notes  of  the  bank  in  which  they  dealt — a 
process  for  which  a  charge  for  commission  would  obviously 
have  tended  very  mateiially  to  obstruct,  and  in  a  great 
measure  to  neutralise. 

The  Act  in  question,  however,  has  changed  all  this.  A 
Scottish  bank  now  has  no  inducement  to  enlarge  its  issues 
a  single  pound  be^^ond  its  fixed  limit,  however  much  the 
circulation  generally  may  fall  short  of  the  actual  mone- 
tary recpiii'cments  of  the  country,  and  hence,  probably, 
the  first  step  towards  the  English  system  of  charge  which 
I  have  noticed  above. 


Letter  XVIl. 
REVKNUE  OF  A  BRANCH— (hiitln tied. 

THE  TRANSACTIONS  IN  COUNTRY  RANKIN(}  WHICH  ARE 
CHARCED  WITH  CO.AIMISSION — THE  ADVANTACKS  DKRIVEU 
BY    THE   CUSTOMERS   OF  THE  liANKS   AN  EOUIVALENT. 


lEFORE  we  can  {irriv^e  at  a  coiTcct  decision  as  to 
the  reasonal)lenos.s  or  otherwise  of  the  })articuhir 
item  of  bank  charge  whicli  we  had  under  dis- 
cussion in  last  letter,  it  will  l)e  well  to  consider 
briefly  upon  what  description  of  transactions  and  on 
what  specific  grounds  the  charge  in  ([uestion  is  levied. 
So  far  we  have  argued  the  i)oint  as  if  the  charge  for  com- 
mission were  peculiar  to  the  English  country  banks  ;  but 
it  will  be  found,  on  iiKjuiry,  tliat  the  charge  is  made  to 
include  a  variLty  of  transactions  upon  which  all  other 
banks  impose  a  similar  tax. 

When  you  intimate  to  a  party  seeking  to  do  business 
with  youi"  branch  that  3'our  terms  will  be  a  connnissioii  o^ 
5s.  per  cent.  ui)on  the  total  "  outdrawings  "  uj)on  his  ac- 
count, it  is  understood  between  you  that  these  outdraw- 
ings may  consist  or  arise  out  of  any  or  all  of  the  transac- 
tions following.  F'or  the  charge  in  question,  you  agree — 
K 
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1.  To  grant  liim  a  draft  or  letter  of  credit  on  any  town 
in  the  three  kingdoms ; 

2.  To  pay  over  to  him  any  sum  or  sums  of  money 
lodged  to  his  credit  in  London,  or  anywhere  else  in 
England  ; 

B.  To  protect  or  retire  his  acceptances,  whether  domi- 
ciled in  London  or  elsewhere  ; 

4.  To  open  a  credit  in  London,  or  with  any  of  your 
branches  or  agents,  for  him,  to  be  operated  upon  at 
his  pleasure  ; 

5.  To  collect  his  bills  receivable,  cheques  on  other 
banks,  dividend  warrants,  &c.,  wherever  payable,  if 
not  out  of  England  ;  and 

6.  To  supply  him,  on  demand,  with  Bank  of  England 
notes,  gold  or  silver,  in  exchange  for  any  description 
of  currency  or  bill  which  may  have  been  paid  to  the 
credit  of  his  account. 

These  are  the  transactions  which  constitute  the  "  out- 
drawings  "  U])on  a  banking  account,  and  on  the  total  of 
which  you  charge  5s.  per  cent,  at  the  end  of  the  half- 
year. 

And  if  the  nature  of  the  transactions  on  which  the 
commission  is  charged  be  faiily  considered,  it  will  be  ob- 
vious, I  think,  that  no  one  could  act  as  "  his  own  banker  " 
on  equally  favourable  terms. 

1.  Let  him,  for  exam})]e,  resolve  to  be  his  own  remitter 
of  payments  which  he   may  have  to  make  in  any  part  of 
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England;  and  liow  tar  tliis  is  likely  to  bo  to  liis  advan- 
tage in  the  long  run  we  have  alieady  considered  in  dis- 
cussing the  matter  of  "  Drafts  on  L(jndon." 

2.  Instead  of  receiving,  through  a  country  bank, 
moneys  that  niay  be  lodged  to  his  civdit  in  London  (in 
the  shape  of  dividends  on  stock,  kc.)  or  in  other  places, 
let  him  collect  them  in  person,  and  place  his  travel- 
ling expenses  in  so  doing  against  the  commission  which 
their  collection  by  a  banker  would  cost,  and  if  the 
diii'erence  is  not  heavily  against  him,  all  we  can  infer  is, 
that  he  must  be  a  person  of  very  s])len(lid  income. 

3.  The  same  obsorv.ation  will  ai>})ly  with  regard  to  the 
protection  of  his  acceptances.  If  he  must  make  a  special 
trip  to  London  or  elsewhere  to  pay  each  of  his  accei)tances 
as  it  falls  due,  the  sooner  he  abandons  putting  his  pen  to 
papei',  as  the  acceptor  of  a  bill,  the  better  foi-  himself — and 
possibly  for  his  creditors  as  well. 

4.  By  opening  a  credit  for  him  in  London  (jr  elsewhere, 
you  enable  him  to  draw  for  that  amount  of  money,  and  no 
more,  which  he  finds  he  will  rcfjuire  when  he  has  com- 
pleted his  purchases.  Without  this  facility,  he  would  re- 
quire to  take  w.:.a  him  a  nuich  larger  sum  than  he  would 
probably  have  occasion  for ;  and  that  sum  also  he  carries 
in  his  pocket  at  his  own  risk,  and  in  a  shape  much  more 
attractive  to  the  light-fingered  of  the  comnmnity  than  a 
dry  untransferable  letter  of  credit. 

5.  Or  let  him  essay  the  collection  of  his  bills  receivable, 
cheques  on  other  banks,  dividcuid  wanants,  &c.,  ivhere- 
soever  ixiyahle,  and  if  his  transactions  of  this   description 
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are  not  excecdi^l^■ly  limited  in  niuiiljci',  lie  will  be  on  the 
wing  i'l'om  one  year's  end  to  another.  To  collect  a  single 
railway  dividend  warrant  for  £10,  upon  which  a  banker's 
charge  for  collection  would  be  threepence,  it  is  no  great 
stretch  of  fancy  to  suppose  that  he  may  have  to  tiuvel 
some  hundreds  of  miles. 

(j.  But  the  grievance,  you  will  be  told,  does  not  so  much 
lie  in  charging  conmiission  upon  such  transactions  as  these, 
but  in  making  a  party  pay  os.  for  withdrawing  j£l()(), 
which  he  may  have  placed  in  your  hands  only  the  day 
before. 

You  might  fairly  urge  in  reply,  that  any  one  subjecting 
himself  to  this  charge  does  so  with  his  eyes  open,  and 
therefore  cannot  reasonably  complain.  If  he  j)laced  it  to 
his  account  in  forgetfulness  of  an  amount  which  he  had 
to  pay  the  day  following,  and  which  he  had  meant 
to  pay  without  passing  the  transaction  through  the 
bank  account  at  all,  and  so  evading  the  commission,  I  foi' 
one  must  confess  that  I  can  have  no  sympathy  for  him  ; 
on  the  contrary,  I  slujuld  consider  him  rightly  served. 

It  will  be  argued,  however,  that  the  lodgment  and  with- 
drawal of  cash  simply  are  not  o[)tic)nal  with  the  holder  of 
the  account ;  that  a  party  nmst  make  the  operations  upon 
the  account  reach  a  certain  minimum  per  annum.  This 
is  perfectly  true ;  but  it  appears  to  me,  that  in  seeking  to 
evade  this,  a  party  seeks  to  evade  a  deliberate  bargain. 
If  you  have  taken  the  account  upon  certain  conditions,  I 
apprehend  these  conditions  are  not  less  binding  upon  your 
customer  tlian  upon  youiself,  and,   therefore,   that  he  has 
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no  right  to  complnin  if  yon  bold  him  to  the  strict  letter 
of  the  agi'cement,  so  long  as  yon  fulfil  your  part  of  its 
conditions. 

When  the  minimum  in  rpiestion  is  attained,  it  is  purely 
optional  with  the  operator  on  the  account  wliether  he  pass 
5s.  or  c£5,()00  through  it  over  and  above.  There  are  many 
persons,  however,  who  must  be  allowed  to  be  tolerably 
shrewd  men  of  business,  and  who  systematically  pass  aU 
their  cash  transactions  through  their  bankers  with  an  in- 
difference to  the  commission,  which  is  (juite  unaccount- 
able to  those  who  are  alive  to  the  advantages  of  ])eing 
their  own  bankers,  and  who,  on  principle,  do  not  pass  a 
shilling  through  their  bank  accounts  which  they  can  by 
possil)ility  avoid. 

But  what  at  first  sight  may  seem  indifference  to  the 
charge  is,  probably,  the  result  of  sound  reasoning  and 
shrewd  calculation.  For,  in  the  first  place,  by  ])assing  (dl 
transactions  through  his  bank  account,  the  nu^rchant  se- 
cures a  valuable  check  u})on  his  own  cash-l>ook,  the  intro- 
missions of  his  clerks,  and  his  transactions  with  others. 
Many  a  grievous  law-suit  is  avoided  by  those  whose  mode 
of  business  enables  them  to  call  their  banker  into  court, 
as  a  disinterested  witness  to  every  payment  made  by  them 
in  the  course  of  business.  In  the  second  ])lacc,  by  sys- 
tematically seeking,  day  by  day,  the  protection  of  the  bank- 
er's safe,  in  preference  to  his  own,  for  the  safe  custody  of 
his  floating  balance  of  cash,  the  man  of  business  insures 
himself  against  two  grave  risks — ihv  and  theft.  L(^t  the 
banker's  safe  be  robbed,  or  its  contents  burned  to  tinder, 
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jiiid  your  I'oinedy  aguirist  liiin  isjust  ;is  good  as  if  neither 
catastrophe  liad  happened  ;  but  be  robbed  of  your  cash,  or 
hav'e  it  burnt  whilst  in  your  possession,  and  your  rem- 
edies in  either  ease  are  des[)eratc  in  the  extreme.  And 
it  will  be  admitted  that  it  would  bo  an  easy  matter  to 
lose  in  this  way  a  sum  that  would  cover  the  com- 
missions upon  your  banking  account  during  your  lifetime. 
Lastly,  even  men  of  the  most  correct  business  habits  do  not 
invariably  register  the  ruunbers,  dates,  and  particulars  of 
every  note  tliey  receive  oi-  pay  away.  It  is  thought  quite 
sufficient  in  the  matter  of  notes  received  to  write  the 
name  of  the  party  ui)on  them  from,  whom  they  were  re- 
ceived, and  on  notes  [)aid  Mway  either  your  initials  or  some 
mark  by  which  you  can  identify  them  again  ;  and  so  far 
as  enal)iing  you  to  j)urgo  yourself  from  [)artici[)ation  in 
forgeries  or  thefts  (the  jjroceeds  of  which  may  have  inno- 
cently |)assed  through  your  hands),  these  precautions  are 
sufficient.  But  suppose  you  take  or  send  c£  100  in  notes 
to  pay  an  account,  and  they  are  lost  by  the  way,  what 
avails  your  ]^rivate  mark  u[)on  them  ?  Doubtless,  the 
mark  would  l)e  of  infinite  service  in  identifying  the 
notes  when  found,  but  how  to  find  them  is  precisely  the 
result  which  your  iirivate  mark  will  not  accomplish.  Now 
if  instead  of  this  you  had  paid  the  cClOOby  a  cherpie  upon 
your  bank  account,  you  Avould  have  been  just  €99  15s. 
the  richer.  Nay,  even  if  you  had  drawn  money  for  tlie 
che(pie,  and  taken  the  money  with  you  to  settle  the  ac- 
count, and  lost  the  money  by  the  way,  you  had  (mly  to 
go  batik  to  your  bankers  to  have   payment  of  the  notes 
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stopped  at  tlic  Bank  of  h]iiglaiid  (witliin  the  next  ten  min- 
utes, by  means  of  the  electric  telei^riiph),  and  at  all  the 
banks  in  F^ui^land,  Scotland,  and  Ireland,  hy  the  same 
day's  post.  By  passing  every  transaction,  without  excep- 
tion, therefore,  through  a  bank  account,  the  operator  upon 
the  account  avoids  a  troublesome  l)ut  necessary  process 
— that  of  reijlsferimj  the  particulars  of  every  note  thnt 
jiasses  through  his  hands — and  a  process  done  with  much 
more  system  and  accuracy  by  a  banker  than  it  can  well 
be  done  by  any  one  else. 

But,  after  all,  it  is  but  a  shabl)y  objection  which  we 
have  thus  been  combatino-.  We  have  been  answerin<'  the 
(piestion,  why  a  sum  paid  into  account  to-day  is  charged 
with  conunission,  although  withdrawn  in  cash  to-morrow, 
and  to  all  liljcral-minded  people  the  answers  given  we 
hope  and  believe  will  be  conclusive.  Even  if  reasons 
which  we  have  already  stated  were  insufficient,  wc  might 
fairly  urge  that  the  just  and  liberal  way  to  view  the  com- 
mission charged  upon  an  account  is  to  take  the  ac(!Ount  as 
a  whole.  If  you  select  a  jmrticular  transaction,  and  say 
upon  this  the  charge  falls  too  heavily,  you  are  bound  in 
ftxirness  to  point  to  others,  and  admit  that  the  charge 
upon  them  falls  too  lightly.  Place  on  one  side,  then,  the 
commission  upon  all  transactions  which  you  r/iight  have 
evaded,  if  you  had  chosen,  and  place  on  the  other  the  ex- 
pense which  the  remaining  transactions  would  have  put 
you  to,  but  for  the  intervention  of  your  banker,  and  the 
probabilities,  I  take  it,  are  that  the  balance  would  be  seri- 
ously against  you. 
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To  those,  however,  who  may  «tiU  be  of  a  contrary 
opinion,  and  who  adhere  to  their  resolution  ot  bank  ng 
ofthe ir  own  aceount.  you  and  I,  and  all  others,  the 
eountry  banker,,  of  England,  can  say  in  eonelusjon,  and 
S  entire  candour  and  sincerity,  that  we  heart.ly  w  sh 
",em  all  the  success  which  they  are  likely  to  reap  m  the 
long  run  by  so  doing. 
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Letter  XVITT. 
EXPENDITURE  OF  A  BRANdi. 

INTEREST  PAID— THE  NATURE  OF  AN  ACCOUNT  DETERMINES 
THE  RATE  OF  INTEREST  ALLOWED  UPON  IT— INTEREST  ON 
DEPOSIT  RECEIPTS. 

■^/JfflriOM  tlic  (lustion  of  revenue  let  us  now  pass  to  that 
^|M|     of  expenditure,  which  it  will  he  liest  to  consider, 
W^>     pei'^^f^ps,  in  detail,  under  the  several  heads  into 
which  you  divide  it,  viz. : 

Interest  Paid ; 

Salaries; 

Bent,  Taxes,  Rates,  and  Interest ; 

Expenditure  on  Bank  Premises ; 

Incidents. 


Interest  Paid.— You  make  a  distinction  under  this 
head  betwixt  interest  paid  on  current  accounts  and  on 
deposit  receiiits,  and  the  distinction  is  necessary  not  merely 
as  one  of  classification  but  of  rate  also  ;  1  lecause  the  rates 
upon  the  one  description  of  deposit  do  not  always  corres- 
pond with  those  upon  the  other. 
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On  Carrent  Accounts. — In  respect  of  })alanee,s  or  de- 
posits on  cuiTont  account,  you  are  instructed,  I  presume, 
by  your  head  office  as  to  theniaximuni  rates  to  be  allowed 
))reviously  to  niakinu^  up  your  accounts  for  the  half  year, 
and  the  discietion  i^iven  you  of  reducing  the  maximum  in 
cases  where  a  lower  rate  would  be  a  fiiir  allowance. 

The  maximum  in  (piestion  is  .always  higher  than  the 
rate  allowed  on  deposit  receipts  that  may  be  withdrawn 
on  demnnd  ;  because  these  receipts  are  not  subject  to  com- 
mission on  withdrawal. 

But  it  is  clear  that  in  alIowin<x  this  higher  rate  it  is  on 
the  su|)position  that  the  accounts  shall  be  operative,  and 
that  the  higher  rate  will  be  compensated  foi'  l)y  the  com- 
mission ujion  the  outdrawings.  If  it  shall  appear,  there- 
fore, that  amongst  your  current  accounts  there  are  some 
which  have  not  been  current  at  all,  but  mere  deposits, 
without  an  operation  upon  them  for  the  half  year,  then 
obviously  upon  such  l>alances  you  cannot  consistently  allow 
the  njaximum  rate,  but  merely  your  current  rate,  what- 
ever that  may  l)e,  for  deposit  receipts  repayable  on  de- 
maud.  Other  accounts  you  may  find  upon  which  there 
have  been  a  few  trifling  operations,  but  not  of  sufficient 
amount  to  place  them  in  the  highest  rank  in  respect  of  in- 
terest, and  on  which,  therefore,  you  would  properly  allow 
an  intermediate  rate.  Supposing,  for  exam})le,  3'our  high- 
est rate  to  be  3,  then  2  per  tient.  would  be  a  fair  rate  for 
dormant  balances,  and  2^,  for  Ijalances  only  slightly  opera- 
tive. 

But  you  wish  to  be  infoiMued,  if  it  is   not  the  fact  that 
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eertiiiii  rotiiitiy  l);»nkurs,  located  in  lar^o  towns, (f/lmn  tho 
sanic  rate  uf  interest  which  tliey  cliary;e  u[)on  current  ac- 
count bahmces  ? 

In  a  certain  sense  thoy  do  ;  and  their  reasons  for  so  do- 
ing are  not  diHicult  of  exphination.  In  certain  of  our 
<,a-eater  towns,  where  this  j)rincij)le  prevails,  the  custom  is 
for  a  pMrty  to  pay  to  liis  crc<lit  his  receipts  of  cash,  checpies* 
and  bills,  n(jt  in  the  order  in  which  his  reciuii'enunits  arise, 
but  in  tlio  order  in  wliich  the  bills,  »fcc.,  come  into  liis 
hands,  and  the  bills  so  paid  to  his  credit  generally  consti- 
tute by  far  the  greater  jtortion  of  the  lodgments  on  tlie 
account.  It,  therefore,  becomes  of  great  consc(pience  to  a 
party,  that  by  agreeing  so  to  conduct  his  account,  instead 
of  merely  providing  for  his  reciuirements  as  they  arise,  lie 
does  not  subject  himself  to  unnecessary  expense.  To  pre- 
vent this,  the  usual  arrangement  is,  that  all  his  bills  are 
passed  to  his  credit  tvUkoitt  I'edicctio ti, — that  is  to  say,  he 
is  credited  in  account  with  the  exact  amount  of  the  bills, 
the  discount  u})on  them  being  carried  out  into  the  interest 
column,  to  be  l)rought  to  his  debit  at  the  end  of  the  half 
year  :  and  upon  the  balance  at  his  credit  thus  created,  in- 
terest from  day  to  day  is  carried  out  at  the  same  rates,, 
and  brought  to  his  credit  at  the  end  of  the  half  year. 
The  result  is  obviously  this,  that  he  is  debited  for  discount 
according  as  the  bills  are  drawn  against  only. 

An  example,  however,  will  render  the  matter  clearer. 
Take  the  case,  then,  of  a  party  paying  a  bill  at  three 
months  for  £1,000  to  his  credit,  and  operating  against  it 
as  follows  : — 
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Interest. 

1)H.  ^'"' 

Ai>nl.>t'.  »iy  '•"  20() 

.^  TnCarth .  ^     ^^^ 

Cr.      800x;V2-  ^'''" 

,  400 

Juu.;l.  T..Cash j.^(^ 

(J  J.        400x20=    j^J 

,100  01,000     37,200 

;iO.  ToCaHh ^ ^  ;i7,20() 

"S^ -^•^■••''■••^ 

Interest 

.       n     1  -.n  n-isscd  to  his  credit, 
„o  Uad  loagod  it  m  .y-     ;^;t,casiou  to  draw  agam.t  U, 

and  ha,l  drawn  a»  above  ^^^^^  ,^,  ,,„,.  The  hill 
to  interest,  would  have  been  ,  -  Y  ^  ._^^^^^^,^^^^  ^,,.  ,„,. 
you  would  have  passed  to  the  c,ed^^^^  ^^  ^^^^  ^^^^^^  ^„^„ 

lection  until  «1-- -'^  *°.,*„„  ,ould  have  run  thus  : 
,aid,  and  your  aecountw.th 

Du.  ^"* 

£200x32-    MOO 
April  30.  To  ('^«1^ 400 

^"-    ^-^^^"^"^ X^n;Sx20^  17,400 

400 
DO.ToCash  , 

Dr.  1,000 

1,000 

"  l\v  Bill  clue •'___  —  „  ^  o 

^^^  23,800  =  €3:5:3 

"  Interest 

rate  of  interest  on 
drawn  ap;ainst,  as  n^ 


EXPKNDITlUtK   OF    A    iUlANt'ir. 


17.S 


jrcdit, 
ity  for 
inst  it, 
suit,  as 

i\jr  co\- 
^  wlicn 
thus : 


M<. 


€;V.5:3 

ntcrest  on 
•e  they  are 
emselves,  a 


banker  virtu;illy  dous  ncilliiM-  iwnw  not'  less  tluiii  (•h;ii<^^.' 
diseouiit  upon  sucli  l»ills  fVoni  tlie  dates  he  ^ives  eusli  or 
v.ilue  for  them.  Tf  he  deehned  to  do  this,  the  parties 
coukl  insure  to thenisolves  nearly  thesanie  result  l)ysinij)ly 
keepin<^  tho  bills  in  tlieir  own  Iiands  until  tliey  reipiired 
to  discount  them. 

It  is  true  that,  by  allowinij^  thi'  same  rate  upon  flw, 
haliince  of  the  account  as  is  charged  u[)on  the  bills  passed 
to  its  credit,  you  also  allow  the  rate  upon  that  portion  of 
the  balance  which  niay  have  been  created  by  the  lodg- 
ment of  cash  simply  ;  but,  practically,  it  rarely  lia])pens 
that  this  amounts  to  anything. 

It  is  not  unusual,  in  the  case  of  accounts  such  as  those 
now  under  review,  to  charge  only  the  same  rate  on  any 
ovenh'dft  that  may  arise  U|)on  them  as  is  allowed  upon 
balances  at  their  credit  ;  but  this  is  oidy  in  cases  where 
the  overdrafts  are  purely  tempoi'aiy  and  accidental,  and 
where  the  general  charjxcter  of  the  account  is  that  of  a 
creditor  or  de[)Osit  one.  And,  as  T  have  already  state<l, 
it  is  not  to  the  interest  u})on  such  accounts,  debtor  or 
creditor,  that  a  baidv  looks  for  profit — but  to  the  opera- 
tions U])on  them,  and  the  consequent  commissions. 

But  the  custom  of  allowing  the  same  rate  of  interest 
upon  both  sides  of  a  running  account  is  not  confined  to 
great  towns  and  great  banking  accounts.  Look  nearer 
home,  and  you  will  find  the  custom  in  full  operation — 
even  at  your  own  branch. 

Your  pi'inci[)le  with  res|)ect  to  overdrawn  accounts  is 
to  charge  interest  on  the  balance.     Now,  if  my  account  is 
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overdniwn  to-day  X  1,000,  and  I  reduce  it  to  X500,  ]»y  a 
payment  in  cash,  and  yr>u  charge  me  5  per  cent,  on  the 
remaining  balance,  it  is  clear  that  I  am  allowed  5  per 
cent,  on  the  money  which  I  paid  in  reduction.  And  so 
long  as  an  account  continues  overdrawn,  however  littl' \, 
and  interest  is  calculated  on  the  fluctuating  balance,  it 
follows  that  interest  is  allowed  upon  all  sums  paid  to  the 
credit  of  that  account  at  the  same  rate  as  is  charged  ui)on 
sums  withdrawn. 

That  this  is  so  will  be  obvious  by  a  very  short  and 
simple  example — first,  of  an  account  calculated  according 
to  your  method  : — 


Jan.     1. 
11. 


Du. 

Da  lis.     Int. 

To  Cash £.500  x   10  =.5,000 

ByCash 300 


Cr. 


Int. 


Feb.     9.     To  CaHh. 


Dr.  200   X   29  =  5,800 
300 


19. 


Dr.  .500   X   10 
ByCash 500 


,000 


15,«00 


Let  us  now   calculate  the  interest  u{)on  the  same  ac- 
count, but  upon  the  lodgments  and  })aynients  resi)ectively, 

instead  of  upon  the  balance  : — 

Db.  Cr. 


Int. 

Int. 

Jan.  1. 
Feb.  9. 

To  Cash 

To  Cash 

.  500 
.  300 

19.500 
8000 

Jan.  11. 
Feb.  19. 

By  Cash 

By  Cash  

300 

.500 

11700 

800 

27500 
11700 

800 

11700 

To  interest . . 

15800 

m 
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Int. 
IU700 

11700 


The  result,  as  to  interest,  you  will  see  is  the  saine  in 
both  cases  ;  and  what  is  true  in  this  respect  of  these  few 
entries  would  be  equally  true  of  any  number  or  variety 
of  entries  or  accounts. 

On  Deposit  Meceipts. — In  England  the  deposits  in  banks 
consist  chiefly  of  sums  allowed  to  accumulate  fo  the  credit 
of  the  parties  to  variable  amounts,  then  to  be  withdrawn 
for  investment  in  the  funds,  or  in  railway  shares,  or  to  be 
lent  out  on  mortgage,  or  personal  bonds,  or  some  other  de- 
scription of  real  or  personal  security.  In  Scotland,  on  the 
other  hand,  the  great  bulk  of  deposits  are  permanent  in- 
vestments as  such.  The  Scottish  depositor  prefers  keep- 
ing his  princi]3al  intact,  and  always  at  command,  even  if 
the  interest  is  a  little  lower,  rather  than  seek  other  forms 
of  investment  for  his  money.  He  prefers  that  his  princi- 
pal shall  remain  fixed  and  the  interest  upon  it  variable, 
rather  than  that  the  interest  should  be  fixed  and  the  prin- 
cipal variable.  Permanence,  therefore,  is  the  character- 
istic of  deposits  in  Scotland — fluctuation  in  England : 
hence  two  points  in  which  the  banking  system  of  either 
country  diflers.  In  Scotland  the  custom  of  requiring 
notice  of  the  repayment  of  deposits  is  a  rare  exception  ; 
in  England  it  is  the  rule.  In  Scotland,  again,  the  rule  is 
to  allow  an  uniform  rate  on  all  deposits — in  England  the 
rule  IS  that  this  rate  shuU  vary  according  to  circumstances. 

You  could  not,  for  example,  properly  allow  the  same 
rate  of  interest  on  £1.000,  which  you  may  have  to  repay 
at  any  moment,  as  ui)on  a  like  sum  wliich  may  not  be 
withdrawn  short  of  a  month's  notice.       Deposits  of  the 
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ibrnior  dcsci'intion  you  must  necessarily  invest  in  securities 
of  a  first-rate  character — nt  all  times  convertible  into  cash 
at  will ;  and  upon  such  investments  the  interest  that  you 
will  receive  will  be  low  in  proportion.  De[)osits  of  the 
latter  description  (those  subject  to  notice)  you  may  safely 
invest  in  securities  of  longer  date,  less  superior  character, 
and  bearing,  consequently,  a  higher  rate  of  interest. 

Upon  deposits,  again,  lodged  with  you  for  fixed  periods 
— six  or  twelve  months — you  can  allow  a  still  higher  rate  ' 
because  for  these  you  may  descend  still  lower  in  the  scale 
of  investment,  and  the  lower  you  descend,  the  higher,  of 
course,  will  be  the  rate  of  interest  borne  by  such  invest- 
ments. At  pi-esent,  for  example,  first-class  bills  of  short 
dates,  if  purchased  in  London,  would  yield  you  an  in- 
terest of  from  2  to  3  |>er  cent. ;  fair  conmiercial  bills,  not 
exceeding  four  months'  date,  you  might  discount  to  yield 
you  3^  to  4 J,  [)er  cent. ;  and  for  advances  on  railway  shares, 
with  a  good  maigin,  for  stated  })eriods,  you  might  obtain 
from  5  to  (i  per  cent. 


H 


wsm 


Letticr  XIX. 
EXPENDITURE  OF  A  BUA^CR~Co7itinued. 

SALARIES— OBJECTIONS  TO  A  FIXED  SCALE  OF  SALARIES- 
SALARY  BY  SENIORITY  PRINXTl'LE— CONSIDERATIONS  WHICH 
SHOULD  GUIDE  IN  THE   ADJUSTMENT  OF  SALARIES. 


Jp^UR  plan  for  disposing  tinally  of  the  salary  ques- 
^g^     tion  has  at  least  the  mei-it  of  brevity.     "  I  would 


&gj^  attach,"  you  say,  "  a  lixed  salary  to  each  branch 
[)roportioned  to  the  i)rollts  ;  and  I  would  place 
the  managers  at  the  respective  branches  in  the  order 
of  merit."  Captivating  as  this  pi-oposition  may  be 
at  first  sight,  it  nevertheless  inherits  the  usual  defect 
of  abstract  propositions — that  (.f  being  wholly  im- 
practicable. 

A  fixed  salary  to  each  branch,  on  tlie  principle  pro- 
posed, would  be  a  fixed  injustice;  l)ecause  the  profits  of 
branches  fluctuate  from  year  to  yrai-,  and  in  the  majority 
of  cases,  from  causes  over  M'liich  the  managers  have  no  coii- 
trol.  Would  you  It.ive  the  salaries  to  partake  of  these  fluc- 
tuations ?  If  3'ou  would,  the  fixity  of  your  scale  is  gone  ;  if 
you  would  not,  then  its  crpiity  is  destroyed. 

But  there  is  anotho-  objection.     You  would  have  the 
most  meritorious  ofHcera.s  the  manager  of  the  best-ia^  in>'^ 
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branch  ;  the  next  in  order  of  merit  as  manager  of  the 
second-best,  and  so  on,  downwards.  But  it  is  the  most 
weakly  branches — the  l)ranches  that  liave  to  stiiigf,de 
against  competition, and  make  tlieir  way  against  ignorance, 
preju(Uce,  and  other  hostile  influences,  that  rec^uire  the 
hent  officers.  To  send  your  worst  officer  to  your  worst 
branch  is  simply  to  make  an  end  of  it.  For  the  most 
desperate  case,  your  scheme  would  call  in  the  most  incom- 
petent physician. 

Mark  me,  I  do  not  lay  it  down  as  a  [)rinciple  that  your 
most  incompetent  (officers  should  have  the  chai-ge  of  your 
l)est  branches ;  and  conversely.  What  I  contend  for  is, 
that  the  business  of  a  branch  often  siidvs  into  that  inert 
condition  that  it  imperatively  re([uires  the  presence  of  an 
intelligent,  vigorous,  and  active  officer  to  revive  it ;  and 
that  any  scheme  which  would  r<'nder  this  impracticable 
or  unjust  is  unsound  and  [)ernicious. 

But  follow  your  scheme  out  to  its  legitimate  conse- 
quence;  and  when  manager  A  dies,  or  retires,  then,  as  a 
mattei  of  right,  manager  B  takes  his  place,  making  room 
for  C,  who  is  replaced  by  D,  and  so  downwards,  until  your 
entire  managerial  force  is  re-shuffled,  and  you  start  a  new 
game,  with  fresh  h.ands.  You  may  by  these  means,  now 
and  then,  by  accident,  play  a  safe  card ;  but  you  are  fai- 
more  likely,  as  a  rule  ^o  play  the  deuce,  or  sometliinglike 
it,  for  there  are  few  tilings  more  damaging  to  the  perma- 
nent interests  of  a  branch  than  a  frequent  change  of  its 
manager.  The  trust  and  confidence  which  must  neces- 
sarily be  reposed  in  tins  officer  by  his  customers  are  very 
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great,  and  .'ire  »i(»t  readily  or  clieciriill}'  transferred  to  a 
sti-aimer.  X  inaii  is  as  averse  to  cliany-iie^  his  hanker  as  he 
is  to  ehani^ini;-  liis  hiwyer  or  his  pliysieian.  It  is  no  reply 
to  this  to  argue  that  tlie  eliange  in  (juestion  is  not  actually 
a  change  of  one's  hanker.  Pi'acticallv  it  amounts  to  tliis  ; 
tor  it  is  not.  to  the  "  Directors  and  ( 'oinpany,"  hut  to  tlio 
manager,  ])crsoiially,  tliat  the  customer  coniides  his  finan- 
cial matters,  jus*^,  as  lie  eonhiles  tlu;  litth;  weaknesses  of 
liis  hovvels  or  liver  to  liis  physician,  and  not  to  the  whole 
(Johcixe  ot'Suri/eons. 

And  this  is  only  one  objection  to  the  universal  "  flit- 
ting" which  your  scheme  would,  every  now  juid  then, 
occasion  at  your  bi'anches.  it  is  in  the  last  degree  im- 
politic to  remove  a  manager  from  a  district  with  which  he 
is  familiar,  to  one  to  whicli  he  is  either  com[)araLively  or 
totally  a  stranger.  A  knowledge  of  the  parties  with  wliojn 
he  ]>as  to  deal  is  essential  to  the  proper  etliciency  of  a 
manager.  To  allow  A  and  B,  therefore,  wlio  know  their 
respective  localities  intimately,  to  exchange  places,  would 
l)e  wantoidv  to  throw  away  a  safeguard  against  loss  and 
imposition  to  an  extent  altogt'ther  incalculable.* 


*  Tliore  is,  h(nvever,  another  side  to  the  arijfuineiit.  A  ch:inf,'e 
ill  the  maiiiigeinent  is  sometimes  desirahle  in  order  that  all  the 
transactions  of  a  hraiich  may  bo  broiimdit  under  review  in  the  simple 
light  of  bankin;,' principles.  A  manager,  as  time  passes  on,  forms 
associations,  connections,  and  friendships  (not  to  say  antii»atlues), 
which  to  a  certain  extent  unconsciously  inlluenco  his  judgment. 
Those  who  have  charge  of  the  general  working  of  a  bank  kn-nv  huw 
strongly  these  operate  in  certain  cases,   witli  some  men,  generally 
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For  these  reasons,  and  for  others  whicli  I  will  irive  von 
by  and  by,  I  am  opposed  to  regulating  the  salaries  of  a 
bank  acrording  to  any  fixed  and  arbitrary  scale  whatever. 
The  services  expected  and  re([uircd  from  the  officers  and 
clerks  of  a  bank  are  not  simply  mechanical ;  they  are  not 
merely  hewers  of  wood  and  drawers  of  water. 

Look  at  those  great  public  establishments  where  the 
salary-by-seniority  system  prevails,  and  perhaps  unavoid- 
ably prevails, — where  youthful  genius  is  obliged  to  suc- 
cumb to  aged  dulness,  and  the  finest  capacities,  equally 
with  the  meanest,  have  no  more  freedom  for  independent 
exercise  or  expansion  than  the  works  of  their  office  clock, — 
and  confess  that  the  no-system  under  which  you  at 
present  live  is,  after  all,  the  better  of  the  two ;  for  few  as 
its  prizes  are,  it  still  has  prizes  that  may  be  battled  for 
and  won  by  intellect  and  merit,  and,  therefore,  constantly 
holds  forth  to  all  the  inducement  to  aspire.  But  the 
other  system  acknowledges  but  one  standard  of  intellectual 
value — the  weight  of  years.     Weighed  in  such  a  balance, 


according  to  teinperainont,  and  what  an  advantage  it  has  been  to 
have  managers  change  jjositions  in  order  that  the  mists  of  prepos- 
session or  prejudice  may  be  removed,  and  everything  be  judged  on 
its  merits.  It  has  indeed  l>een  argued,  and  by  some  of  the  most 
successfid  bankers,  that  a  manager  does  not  require  to  know  the 
peculiar  character  and  temper  of  the  customers  of  a  branch  at  all. 
If  he  knows  banking,  tliey  say,  he  knows  enough  ;  let  him  apply 
banking  principles  to  every  transaction,  no  matter  who  the  parties 
are  to  it,  and  he  must  do  well.  There  is  something  to  be  said  for 
this  view,  though  it  is  rather  an  extreme  ground  in  the  contrary 
direction  to  our  author. 
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seuioi'ity  pivpoiidoi'atesas  a  law  ;  and  judLjiu.  nl,  thoiii^lit, 
and  a[)titiule,  if  linked  witli  youtli,  im'vital>ly  kick  tlie 
beam.  Promotion  thus  reduced  to  a  (juestion,  not  of  merit, 
but  of  time — a  dreary  waitinjj^  for  of  ini»i'tality  amoULC^-t 
*'  the  senioi's  " — wdiat  other  results  could  V)e  reasonal>ly 
looked  foi'  than  tlic  fi'i^Md  apathy,  the  cold  selfisluiess.  the 
"insolence  of  otlice,"  that  are  the  notorious  character- 
istics of  the  system  ? 

"But  why,  in  thc^  name  of  justii^e  and  common  sense," 
you  break  out  again,  "  am  I,  who  liave  the  same  duties  to 
])ei"form,  and  tlie  same  res})onsibilitics  to  bear,  to  receive 
less  salary,  by  some  fifty  ])er  cent.,  than  my  predecessor 
in  oHice  ?  If  1  was  fit  to  succeed  him  in  otHcc.  sui'cly  1 
was  equally  fit  to  succeed  him  in  srdary  ?  Jf  1  was 
fit — "  and  so  forth. 

In  the  letter  in  which  you  announced  to  me  your  j)ro- 
motion,  you  stated,  with  something  of  a  boast,  that  you 
were  to  succeed  one  of  the  oldest  (»fHcers  of  the  Ijank, 
yourself  being  one  of  the  youngest;  and  thus,  uncon- 
sciously perhaps,  furnished  me  with  a  conchisive  rebutter 
to  the  plea  you  now  urge;  for  length  of  .service  is,  un- 
questionably, one  of  those  considerations  that  ought  to 
weigh  with  a  Board  of  Directors  in  the  adjustment  of  sal- 
aries. In  all  probability,  3'our  predecessor  commenced  /*/« 
management  at  a  rate  of  remuneration  as  low  as  you 
enter  u])on  yours.  His  steady  merit  has.  doubtless,  year 
by  year,  secured  some  acknowledgment  of  his  services,  in 
the  shape  of  increased  salary;  and  if  you  will  follow   in 
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liis  footstops,  T  do  not  (loiil)t  lnit  that,  in   due  time,  your 
reward  will  !)(>  ('(|uivul('nt  to  his. 

Altliouo'li  the  salary  question  eannot,  with  any  rei>"ard 
to  fairness,  sound  ))oliey,  or  eoninion  sense,  be  reduced  to 
a  scale,  however  linely  graduated,  and  for  the  sini])lo  rea- 
son that  the  intellectual  faculties  are  not  adnieasurahle  by 
the  ordinary  standards  of  length,  weight,  area,  or  ca[)a- 
city, — certain  principles  arc,  undouljtedly,  to  be  iul- 
niitted  in  the  equitable  adjustment  of  salaries.  I  woidd 
have  it  a  recognised  principle,  for  example,  that,  other 
things  being  equal,  the  otHcer  of  ten  years'  standing  has 
a  hirgcr  chiim  on  the  generosity  of  the  board  than  the 
ofHcer  of  yesterday,  and,  again,  other  things  being  e([uai, 
that  the  officer  of  unquestionable  merit — the  worker 
— the  sound  head  and  willing  hand,  has  a  claim  upon  the 
Directors  which  thick-headed,  shirk-work,  blundering 
dulness  has  not.  And,  finally,  I  would  have  it  a  fixed 
and  analterable  LAW,  that  the  lowest  salary  in  any  esta))- 
lishment  .should  be  such  as  w^ould  enable  its  recipient  to 
maintain  that  footing  in  society  to  which  his  office  may 
entitle  him.  I  hold  that,  as  a  matter  of  mere  ])olicy,  no 
bank  should  have  a  shabby-genteel  Manager  in  the  whole 
range  of  its  em})loyment,  for  the    povert}''   of  the  repre- 
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Note  by  the  Author  : 
*  "  Keep  down  the  salaries  of  your  otticers."       "A  more  mis- 
cliievoiis  recoiumendation,"  says  Mr.  Gilbart,  "  can  hardly  be  con- 
ceived.    Next  to  having  a  dishonest  Manager,  the  greatest  evil  is  to 
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Boards  of  Directors  all '. — cease  to  estimate  the  value  of 
an  officer  by  what  he  will  fetch  in  the  clerk-market.  The 
value  of  a  good  and  faithful  servant  is  not  appreciable  in 
exac'  figures.  Sterling  honesty,  sound  ability,  willing 
aptitude,  and  tried  fidelity,  are  not  convertible  into  any 
known  s|)ecies  of  currency.  You  cannot  "price"  them 
as  you  would  a  bale  of  cotton  or  a  ])iece  of  calico.  Rather 
give  an  ofiicer  whom  you  have  known  a!id  ti'usted  for 
years,  a  trifle  more  to  stay,  tlian  a  stranger  a  trifle  less  to 
come.  Rely  upon  it,  that  by  so  doing  you  consult  your 
own  interests,  for  more  work  will  be  done  (I  speak  as  a 
practical  man),  and  better  done,  in  a  given  time,  i>y  tliree 
willing  hands  tlian  by   four  unwilling   ones  ;  whilst   the 

have  one  that  is  badly  paid.  If  he  is  known  to  be  poor,  his  advice 
will  have  less  weight  in  the  board-room  ;  the  Directors  will  treat 
him  with  less  respect  ;  his  wealthy  customers  Avill  not  disclose  to 
him  their  [)rivate  affairs  ;  the  needy  class,  when  refused  discount, 
will  insult  him  by  threatening  to  complain  to  the  Directors  ;  and 
his  inferior  officers  will  be  less  prompt  in  their  obedience.  Bat 
worse  than  all  this  will  be  the  effect  produced  upon  his  own  mind. 
He  will  not  be,  and  he  cannot  be,  so  efficient  a  Manager  when 
badly  paid  as  he  would  be  if  he  received  a  liberal  remunera- 
tion. It  is  the  besetting  sin  of  men  of  business  that  they  never 
pay  attention  to  mind,  though  among  no  class  are  mental  phenom- 
ena more  strikingly  exhibited.  Tlie  amount  of  his  salary  is  the  only 
tangible  means  by  which  a  Manager  can  j  udge  how  far  his  services 
and  his  character  are  appreciated.  It  is  not  the  money  alone,  but 
tlie  T'^elings,  of  which  the  money  is  an  indication,  that  produces  an 
eflfeot  upon  the  mind." — Practial  Treatise  un  Banking,  5th  edition, 
vol.  i.,  p.  228. 
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s;iiii(>    siiiii  tluil    would    pay  the    foui'  ]);i(lly    woiiM  liaiid 
soniely  rennmcinte  tho  three. 

To  give  all  in  your  ein])Ioyincnt  high  salaries  is  not  to 
i>e  exjteeted  ;  but  to  give  to  every  oHieei"  in  your  serviee, 
(lir(H;tly  or  indiieetly,  tlui  pi'onnse  ortlit>  lio[)e  of  increase, 
accoi'dinii"  to  liis  deser\in«!",  is  uierelv  to  adoj»ta  wise  and 
liberal  ))olicy  that  brings  its  own  reward. 

A  few  well-timed  gifts,  by  way  of  increase,  to  the  more 
mei'itorious  of  your  oHieers  and  clerks,  distiibuted  with  a 
just  iliscriniination,  and  in  a  kindly  spirit,  will  never 
jeopardize  your  rate  of  dividend.  In  theii  renewed  exer- 
tions, quickened  by  invigorated  hopes  and  hearty  grati- 
tude, these  rewards  will  bring  you  cent,  per  cent,  in  mere 
vulgar  profits.  Combine  such  timely  acknowledgments  of 
merit  with  incidental  [)romotions  from  the  ranks  to  oiiices 
of  trust  and  profit,  and  so  keep  0[)en  the  door  of  advance- 
ment to  the  lowest  clerk  in  your  establishment,  and  you 
at  once  raise  honest  merit  to  a  })remium,  and  sink  indo- 
lence, apathy,  and  incapacity  to  a  hopeless  discount. 
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MNK-    r„„M,.s,.;s,    nKN-T,   &r.--THN,„,N.  v    TO    ,.;x'n,u-A- 

«ANCE    IN     TMK     .NVIOKXT,,     ,x,.,.VSKS     OK      A     inNK 
PlIK..   A.V„    ,.,„„■,  ST,VTr,,NKHV.   T,<AV„,,,,NO  KXPLUVSKS. 
ETtO— SU-IBCUIPTIUNS   AND   (■MAHITIKS. 

fefflli  ^°^^  '■"'■"■'  "' "  '^■"""^  "■''■'•''  f  '■'■•^'-''^"^^l  '■■■o...  yon 

|g|     somo  months  siuee,  but  vvlu-,1,  J  ad'crcl  a„s«-cHn.. 
fc^-f     at  the  tunc,  beoaase  it  hml  „„ rfforonco  to  the  sul. 
_        ject    tlK-o    i,.   l,a„d.      We    have    now,    however 
arnvodat   that  .taye  at  which  the  , natter   ,nay  ...operl' 

B.VNK  PUEMLSKS.  ,„   conjunction  with  wlueh   we  n.ay  as 

HATES,  cand  taxes. 

Your  pr-esent  office,  it  would  a,,,,ear,  is  old,  ^loo.ny,  in- 
eonveu.ent,  pla.n,  and  cheap ;  the  office  of  your  con,,eti. 
to  .n  busmes.s  rsnew,  airy,  roomy,  grand,  and  I  presume 
deal,  although  you  do  not  say  .so.  The  inevitable  con- 
c  usion  you  arrive  at  i.s,  that  your  present  office  ought 
.nstan  ly  to  be  exchanged  Cor  a  better.  But  you  shall 
speak  tor  yourself:— 

"  Now  this  is  not  merely  my  individual  opinion.    There 
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is  not  a  shareholder  in  this  district,  nor  a  customer  either, 
who  does  not  admit,  when  I  put  it  to  him,  that  our  pre- 
sent premises  are  a  disgrace  to  the  establishment.  Well, 
the  other  week,  a  splendid  old  house,  in  the  best  part  of 
the  town,  was  in  the  market  for  sale.  The  accommoda- 
tion I  forget,  but  it  was  immense.  There  was,  for  one 
tiling,  an  acre  of  garden  ground  attached,  with  coach- 
house and  stables — in  short,  the  place  was  fit  for  a  lord 
The  ])riee  was — what  do  you  think  ?  Why,  only  £1,300  ! 
It  would  have  been  a  dead  bargain  at  .£2,000.  And  what 
answer  would  you  imagine  our  Directors  gave  to  my 
urgent  entreaty  that  they  would  not  lose  a  post  in  closing 
for  the  property  ?  You  shall  have  it  verbatim  :  '  Dear 
Sir,  I  am  instructed  by  the  Directors  to  acquaint  you, 
that  there  being  still  thirteen  years  unexpired  of  the 
lease  of  their  present  premises  at  Huggleton,  they  have 
no  immediate  intention  of  changing  them  for  others.' 
As  if  we  could  not  have  let  the  old  shop  for  the  unexpired 
term  of  the  lease,  or  as  if  it  was  of  any  great  consequence 
whether  we  did  or  not !  However,  I  wash  my  hands  of 
the  business.  If  the  Directors  won't  keep  their  connec- 
tion here  together,  I  cannot  help  it.  If  they  are  resolved 
to  play  into  the  hands  of  our  rivals,  of  course  they  may — 
it  is  their  prerogative  ;  and  when  half  of  their  customers 
here  have  gone  over  to  the  other  bank,  perhaps  they  will 
begin  to  open  their  eyes  to  the  irreparable  mistake  they 
have  committed." 

I  think  your  Directors  took  a  wise  and  proper  view  of 
the  matter,   rightly  judging  that  the  premises  of  your 
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argument  were  even  more  unsound  than  the  premises  of 
which  you  complain.  And,  in  taking  this  view,  they  did 
you  a  personal  sei'vice  ;  for,  if  they  had  taken  this  very 
splendid  house,  you  would  either  have  furnished  it  entire, 
or  left  half  the  rooms  empty ;  in  the  one  case,  you  would 
have  involved  yourself  in  a  ruinous  outlay  ;  in  the  other, 
one  half  the  house  would  have  been  a  continual  mockery 
of  your  poverty. 

Thus  much  as  immediately  concerns  yourself.  As  con- 
cerns the  expenses  of  your  branch,  you  would  liave  been 
saddled  with  a  double  rent,  and  double  rates  and  taxes,  for 
a  series  of  years — for  you  do  not  appear  sanguine  as  to 
letting  the  "old  shop."  Instead  of  having  one  old  house 
to  keep  in  repair,  you  would  have  had  two — and 
one  of  them,  I  suspect,  a  rather  serious  atfair,  if  I  am  to 
abide  by  the  idea  which  you  have  given  me  of  its  magni- 
tude. Then  there  would  have  been  the  converting  the 
dining-room  into  an  office,  and  another  room  into  some- 
thing else.  Partition  walls  would  have  been  knocked 
down,  windows  built  up,  and  new  doors  opened  out. 
Accompanying  all  this,  there  would  have  been  a  general 
bolting  and  barring — a  dense  and  steady  play  of  saws 
and  hammers  for  weeks  together,  and  dust  without  end. 
And  you  cannot  kick  up  a  dust  of  this  nature  without 
coming  down  with  dust  of  a  very  difi'erent  description, 
and  that  handsomely,  as  a  reference  to  your  "  Bank 
Premises  Account "  will  testify. 

How  for  all  these  permanent  additions  to  the  usual  ex- 
penditure of  your  branch    would    have   disposed    your 
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Diioctors  to  reconsider  tlieir  "iniquitous"  decision  as  to 
your  salary — unless  with  a  view  to  its  reduction — 1  leave 
you  to  determine  at  your  kiisure. 

Nor  do  T  participate  in  your  fears  that  the  non-accept- 
ance  of  the   offer   of House,  dead-bargain  as  it 

may  have  Ix^en,  will  have  the  eft'eet  of  hreakini]^  up  your 
connection  at  Hugi;leton.  It  is  not  by  doing  business  in 
s])lendid  suites  of  offic<!s  that  great  banking  fortunes  have 
been  realized-  The  constitution  of  a  bank,  its  agencies, 
its  charges  of  business,  the  liber (dity  or  otherwise  of  the 
terms  on  ivhich  it  takes  accounts,  the  amount  and  j)osi- 
tioii  of  its  capital  and  re-<oarces,  and,  perhaps,  above  all, 
the  affabilitj  or  the  contrary  of  its  local  managers, — 
these  are  the  considei'ations  which  attract  or  repel  the 
customers  of  a  bank.  Let  these  lie  attractive,  and  take 
my  woi'd  for  it,  your  customers  will  care  little  whether 
they  approach  your  counter  through  a  plain  street  door, 
or  from  beneath  a  Grecian  portico.  A  certain  air  of 
sobriety  is  what  should  pervade  a  banking  establishment 
throughout  its  staff,  machinery  and  movements.  Flash, 
and  glitter,  and  ostentation,  are  the  natural  lu'operties  of 
your  Colonial  Emporiums,  Cigar  Divans,  and  Tailoring 
Marts. 


There  now  I'cmain  for  remark  only  those  items  of  ex- 
penditure which  are  usually  classed  under  the  general 
heading  of  Inctdents,  consisting  of  Fuel,  Light,  Station- 
ery, Pcxstages,  Travelling  Expenses,  Charities,  &;c. 

Now,  whether  it  is  that  by  constant  dealing  with  large 
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sums,  that  bankers'  clerks  acquire  a  contempt  for  small 
ones,  it  is  certain  that  their  notions  of  expenditure  on 
account  of  the  bank  are  not  generall}^  governed  by  prin- 
ciples of  extreme  economy.  They  have  undeniably  a 
tendency  to  su[)ply  the  branch  with  the  best  of  everything, 
and  in  great  abundance.  In  winter  time,  in  respect  of 
coals,  there  is  extreme  ditHculty  in  setting  prudent 
bounds  to  their  consumption.  I  marvel  sometimes  why 
there  are  not  as  many  branches  burnt  down  in  England 
as  there  used  to  be  huts  in  China,  when  tlie  burning  of 
a  hut  was  the  received  method  of  roasting  pig  in  that 
country.  And  our  banking  youth  arc  whimsical,  too. 
The  fashion  in  respect  of  steel  pens,  for  (\\ami»le,  is  of 
a  highly  fluctuating  character,  and  steadily  changes  with 
each  fresh  issue  from  the  manufactories. 

I  have  in  my  mind's  eye  a   young    man   in   a   certain 

banking  establishment,  Dennis ,  whose  well-known 

mania  for  pens  has  acquired  for  him,  amongst  liis  fellow- 
officers,  various  soubriquets — the  last  of  which  came  out 
with  the  announcement  of  Mr.  Thackeray's  admiraljle 
work,  and  he  is  now  only  known  as  Pen  Dennis.  It  is 
estimated  that  Dennis  uses,  in  fair  w^ork,  two  steel  }>ens 
per  diem-  :  but  that,  in  finding  two  to  suit  him,  he  throws 
away  daily  at  least  other  two.  This  is  an  nnnunl  con- 
sumption of  something  like  1,200  steel  pens  for  one  young- 
gen  tleman. 

But  Dennis  has  a  sub-consumption  of  quills  also. 
The  quill  pen  he  uses  for  red-ink  purposes;  and  T  am 
informed  that  the  consumption  bears  a  most  extraordi- 
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nary  disproportion  to  the  amount  of  work  done,  in  conse- 
quence chiefly  of  Dennis  being  curious  in  penknives. 

In  justice,  however,  to  this  young  gentleman,  it  has 
to  be  stated  that,  in  addition  to  his  bank  duties,  and 
concurrently  with  them,  he  carries  on,  surreptitiously, 
a  very  extensive  correspondence  with  his  relatives  and 
friends,  which  will  in  some  measure  explain  his  more 
tlian  ordinary  consumption  of  pens.  True,  the  paper  used 
for  this  purpose,  and  the  sealing-wax,  and  in  some  in- 
stances, it  is  to  be  apprehended,  even  the  postage  stam[)s, 
are  the  property  of  the  bank;  but  then,  as  Dennis  ob- 
serves, what  Board  of  Directors,  calling  themselves  gentle- 
men, would  be  so  shabby  as  condescend  to  notice  such 
trities,  or  chronicle  such  very  small  beer  ? 

Dennis  has  what  is  commonly  called  a  "  neat  turn." 
His  tendency  to  blotches  is  at  least  not  gi-eater  than  his 
aversion  to  them  ;  but  the  number  of  forms  destroyed  by 
him  before  he  completes  one  entirely  to  his  liking,  is  se- 
rious. True,  they  are  not  quite  thrown  away  ;  the  spoiled 
forms  are  used  in  "  trying  "  his  pens,  and  before  they  are 
quite  cast  aside,  contain  as  many  of  his  autographs  (of 
which  he  is  rather  vain)  as  would  serve  to  accredit  his 
signature  to  all  the  branches  and  agencies  of  the  estab- 
lisliment — than  which,  by  the  way,  Dennis  has  no  higher 
ambition. 

It  seldom  occurs  that  Dennis  travels  in  the  service  of 
the  bank,  but  when  this  happens  he  does  so  "  like  a  gen- 
tleman,"— to  use  his  own  expression.  His  salary  being- 
only  a  little  short  of  j£100  a  year,  he   travels  tirst-class 
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by  railway,  or  inside  by  coach  ;  pays  the  coachman  mu- 
nificently ;  takes  up  his  quarters  in  the  leading  hotel 
during  his  sojourn  at  a  branch ;  has  wine  with  dinner 
every  day  ;  and  remunerates  the  servants  on  a  scale  of 
liberality  which  only  a  gentleman  of  his  means  could 
afford. 

I  send  you  this  portrait,  not  so  much  on  account  of  its 
being  a  tolerable  likeness  of  the  individual,  but  because 
Dennis  is  the  type  of  a  pretty  numerous  class.  And  if 
either  of  your  assistants  at  Huggletou  find  the  ca})  to  tit 
him,  I  trust  he  will  have  the  candour  to  confess  it,  and 
mend. 

It  is  my  firm  conviction,  however,  that  the  waste  of 
which  I  complain  arises  almost  entirely  from  mere  thought- 
lessness, and  not  from  laxity  of  principle.  The  value  of 
the  thing  wasted  is  of  itself,  and  at  the  moment,  so  mi- 
nute as  scarcely  to  excite  a  thought.  "  A  bit  of  lead  pencil, 
half  a  sheet  of  paper,  the  stump  of  a  quill — why,  what  are 
they,  after  all,  that  this  Mr.  Bullion  should  make  such  a 
noise  about  them  ?  Very  likely  he  was  just  as  bad  him- 
self when  he  was  a  clerk."  It  is  highly  probable,  indeed, 
young  gentleman,  that  he  was — but  not  greatly  to  the 
purpose ;  moreover,  he  sees  his  error,  which  he  fears  you 
do  not.     Therefore,  let  us  reason  together. 

On  the  supposition,  then,  that  youi*  unnecessary  con- 
sumption of  fuel  and  light,  and  stationery,  and  unneces- 
sary outlay  of  all  other  kinds,  did  not  exceed  the  fifteenth 
part  of  a  farthing  a  minute,  or  one  penny  an  hour — and 
I  should  be  sorry  to  supply  Mr.  Dennis  with  ways  and 
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means  for  double  the  money — still,  you  must  recollect 
there  are  eight  working  hours  a  djiy,  and  there  are  300 
good  working  days  in  the  year,  and  there  are  sixty  of 
you  in  all  :  and  the  result,  you  will  find,  is  just  £000  a 
Year.  Possibly  the  matter  never  occurred  to  vou  in  this 
light  before. 

Well,  then,  what  is  the  [)ractical  result,  as  f;;i-  as  the 
officers  are  concerned  ?  Just  that  amount  withdrawn 
IVoni  the  fund  which  might  otherwise  be  a})plicable  to 
raising  their  salaries.  So  that,  substantially,  the  clerk  who 
indulges  in  needless  waste,  indulges  it  at  his  own  ultimate 
expense,  or  that  of  his  fellow-clerks. 

Let  me  not  be  misunderstood.  You  will  tell  me,  [)er- 
liaj>s,  that  J  am  becoming  ^^(iy^-urious  ;  but  what  I  com- 
plain of  is  foolish  and  extravagant  'iuasi'^ — not  necessary 
consumption.  If  1  would  not  have  the  ofiice  ink  thrown 
down  the  kennel,  nor  used  as  a  dye  f  or  eft'ete  ofiice  coats, 
neither  would  I  measure  it  out  by  the  gill.  I  would  not 
stint  the  ofiice  to  a  lixed  supply  of  sealing-wax  ;  but  at 
the  same  time  I  would  interdict  the  youth  who  seals  the 
letters  from  indulging  in  his  propensity  to  take  impres- 
sions of  the  bank  seal  in  discs  of  wax  sufiicient  to  take 
the  Great  Seal  itself  T  })rotest  against  a  sheet  of  paper 
being  used  where  the  twentieth  part  of  it  would  sufiicc  ; 
but  at  the  same  time  I  would  neither  reduce  the  clerks  to 
the  use  of  yellow  soap,  in  preference  to  Windsor,  nor  com- 
})el  them  to  contribute  pro  rata  to  the  washing  of  the 
olfice  towel.  I  believe  there  is  a  mean  easily  to  be  found 
betwixt  mere  parsiiuony  on  the  one  hand,  wliich  defeats 
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itself,  and  th()U<^btloss  waste  on  tlie  other.  I  also  believe 
that  it  re(|uircs  no  Herculean  utfoit  of  the  will  on  the  part 
of  any  rightly  disposed  person,  to  deal  with  the  property 
of  others  as  fairly  and  ecoiiomieally  jis  if  it  were  his 
own. 

A  word  or  two  in  conclusion  as  regards  "  Suhscri[)tions 
and  Charities. "  To  the  best  of  my  recollection  you  were 
very  indignant,  some  twelve  months,  agc^at  a  refusal  on 
the  pai't  of  your  Directors  to  give  a  subscription  to  Hug- 
gleton  races  ;  and  touk  that  occasion  to  "  let  tly"  at  them 
for  their  stinginess  in  the  matter  of  charities  generally. 
"  Whatever  other  sentiments  may  be  found  there,"  was 
your  conclusion,  "  it  is  clear  that  the  charities  have  no 
seat  at  our  board." 

Now,  touching  your  races,  I  am  not  aware  whetlier  the 
Huggieton  St.  Leger  holds  equal  rank  in  sporting  circles 
with  the  Doncaster  event  of  that  name  ;  but  even  if  it  did, 
it  would  not  be  a  matter  to  which  the  bank,  in  its  corpo- 
rate capacity,  could  with  propriety  subscribe ;  because 
there  is  no  doubt  that  amongst  so  mixed  and  numerous  a 
proprietary  as  that  of  a  joint-stock  bank,  many  will  be 
found  who  entertain  conscientious  and  dee|)ly-rooted  ob- 
jections to  horse-racing  altogether.  It  matters  not  whe- 
ther horse-racing  is  morally  good,  bad,  or  indifferent  :  it 
is  enough  that  objections  against  it  exist  among  your 
shareholders,  to  render  imi)roi)er  any  application  of  the 
funds  of  the  bank  to  its  support. 

The  same,  or  a  similar  objection,  stands  in  the  way  of 
M 
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the  directors  contributing,  on  belialf  of*  the  hank,  to  any 
charity  or  other  object  respecting  the  utility  of  which  your 
proprietors  may  be  divided  in  o|)inion,  on  eitlier  religious 
or  political  grounds.  Tn  directing  their  course,  they  are 
bound  to  pay  respect  equally  to  the  prejudices  of  Church- 
man and  Dissenter,  Tory  and  Radical,  Whig  and  Chartist. 

But  as  regards  dispensaries,  hospitals,  asylums,  and  all 
other  benevolent  institutions,  to  which  all  may  contri- 
bute on  the  broad  basis  of  common  charity,  I  would  have 
your  Directors  as  liberal  as  may  be  consistent  with  the 
comparative  means  of  the  establishment.  "  It  galls  me  to 
the  quick,"  you  write,  "  to  see  our  rivals  figuring  an- 
nually as  subscribers  of  <£5  to  our  dispensary,  whilst  ive 
contribute  a  shabby  three  guineas  I  Do  our  lords  and 
masters  imagine  that  the  £1  17s.  is  a  clear  gain  to  the 
establishment  ?  If  they  do,  I'll  tell  them  what  they  gain 
besides,  and  that  is  an  incalculable  sum  of  ill-will  and 
obloquy — aye,  even  among  our  own  connections." 

But  the  obloquy  and  ill-will  are  misplaced ;  and  your 
connections,  including  yourself,  must  be  an  unreasonable 
set  of  persons  to  entertain  any  such  feelings  on  the  sub- 
ject. Your  rivals,  recollect,  have  no  branches ;  their  sole 
and  head  office  is  at  Huggleton.  True,  you  have  often 
assured  me  that  they  do  little  or  no  business,  and  marvel 
how  they  pay  their  expenses  ;  but  this  is  a  point  upon 
which  I  have  observed  that  Branch  Managers  are  uni- 
formly subject  to  the  strangest  hallucinations.  You  must 
excuse  me,  therefore,  if  I  attach  no  weight  to  it. 

Now,  on  the  other  hand,  there  are  twenty  branches 
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Httael.ea  to  your  head  office.  If  each  contributes  to  its 
local  dispensary  in  the  sai.e  ratio  as  Hu^.,.leton,  the  total 
contribution  by  the  bank  would,  of  course,  be  MO  a-year- 
and  tins  properly,  is  the  sum  which  you  ought  to  set 
against  the  contribution  by  your  rivals,  if  you  would  draw 
a  just  inference  as  to  the  comparative  liberality  of  the 
two  estabhshnients. 
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ATTENDANCE  DURINU  lUISINESS  HOURS  INDISPENSABLE— THE 
PRIVATE  CONDUCT  OF  A  MANACJEK  IN  CERTAIN  RESPECTS 
OPEN  TO  THr  SURVEILLANCE  OF  HIS  DIRECTORS — INTER- 
COURSE WITH  OTHER  BANKS. 


JUJf  ?N  one  of  your  letters  you  complain  of  what  you 
conceive  to  be  the  unnecessary  stringency  of 
your  regulations  on  the  score  of  attendance — 
the  ett'ect  of  which,  you  add,  is  to  tie  you  to 
your  counter  from  day  to  day,  without  respite,  from  one 
year's  end  to  another,  except  when  formal  leave  of  absence 
is  obtained. 

"  Surely,"  you  observe,  "  an  hour's  absence  in  the  middle 
of  the  day,  now  and  then  (particularly  when  my  account- 
ant knows  as  much  of  the  business  as  I  do  myself ),  or 
even  a  day  or  a  couple  of  days'  absence  might  be  permit- 
ted without  detriment  to  the  business,  and  without  the 
formal  sanction  of  the  board  ?  It  is  not  often  that  we 
have  notice  that  we  may  require  such  short  *  outs,'  and  it 
is  downright  slavery  (in  my  opinion)  to  be  tied  by  the  leg 
as  lue  are  in  this  respect." 

The  regulation  of  which  you  complain  is  a  penalty — if 
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jjciialty  it  may  be  called — which  you  pay  to  yourprofeH- 
sion,  and  is  ])y  tio  means  peculiar  to  the  royfuhition.s  of 
your  establishment.  To  be  absent  from  duty  is  re- 
latively iiH  t^'rave  an  ollence  in  the  articles  of  banking 
as  in  the  articles  of  war;  and  not  without  substantial 
rensons. 

In  banking  more  than,  jjcrliaps,  in  any  other  trade  the 
customer  piefers  in  all  cases  to  deal  with  the  principal. 
However  well  (lualified  your  juniors  may  be  for  their  re- 
spective duties,  they  arc  still  jiiniors,  a:nl  will  not  be  ac- 
cepted as  substitutes  for  the  Manager.  If  the  iirsi  neces- 
sity of  banking  is  that  your  oHice  d  r  be  open  during  the 
usual  brurs  of  business,  the  second  is  thitt  you  should  be 
inside  of  it.  li*  your  clients  find  tliat  tliere  is  an  uncer- 
tainty in  this  respect,  and  tliat  transactions  of  vital  mo- 
ment to  their  credit  might,  in  conse(|uence,  bave  to  be 
delayed  a  post,  they  will  be  ai)t  to  speculate  upon  the 
propriety  of  transferring  their  accounts  elsewhere.  A 
medical  man  who  would  leave  bis])atients  every  now  and 
then  to  the  care  of  his  surgery  assistant  would  soon  expe- 
rience a  vsensible  falling  off  in  the  demands  upon  his  skill. 

Youwillremind  me  tliatyou  do  not  wish  to  behabitually, 
or  even  frequently,  absent — only  "  now  and  then."  But 
unless  you  had  the  gift  of  .second  sight,  how  are  you  to 
time  even  an  occasional  absence  so  that  it  shall  not  be 
the  cause  of  inconvenience  ?  You  cannot  point  to  five 
consecutive  minutes  in  the  twelve  months  and  say  A^ith 
certainty  that  during  these  your  presence  may  not  Ix? 
required  on  urgent  business. 
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Moreover,  in  leaving  your  counter  during  the  hours  of 
business,  you  necessarily  leave  the  cash  in  the  charge  of 
your  accountant,  and  that'without  first  balancing  to  see 
that  so  far  it  is  cori*ect.  If,  then,  on  balancing  at  the 
close  of  the  day's  transactions  you  find  an  error  in  the 
cash,  on  whom  is  the  blame  to  rest  ?  You  will  not  be 
over-apt  to  lay  it  upon  yourself,  and  yet  the  presumption 
is  as  strong  that  the  error  lay  with  you  as  with  him. 
And  you  will  never  make  good  a  deficiency  arising  under 
these  circumstances  without  a  lurking  suspicion  that  you 
have  your  accountant  to  blame  for  it — a  suspicion  that 
cannot  be  very  pleasing  to  yourself,  and  must  be  very 
painful  to  him.  Is  the  pleasure  of  an  "  out  "  equal  to  the 
pain  that  may  be  unjustl}''  inflicted  upon  another  ?  Is  it 
just  or  reasonable  to  place  3'our  accountant  in  such  a 
position,  unless  under  a  real  and  unforeseen  emergency  ? 

You  should  bear  in  mind,  also,  that  the  Directors  look 
to  you  as  being,  by  virtue  of  your  ofiice,  an  infallible 
evidence  of  any  transaction  occurring  at  your  branch  that 
may  at  any  future  time  involve  a  question  of  law.  If 
the  evidence  required  be  of  a  general  kind,  which  it  fre- 
(piently  is,  wdiat  weight  will  attach  to  it  if  your  leading 
admission  is  that  your  attendance  to  your  duties  has 
been  intermittent  ?  Such  an  admission  would  be  damag- 
ing to  your  testimony,  even  on  direct  and  specific  points. 

For  the  reasons  which  I  have  stated,  were  there  no 
others,  a  close  attendance  to  your  duties  during  the 
hours  of  business  every  day  becomes,  as  far  as  I  can  see 
an  unavoidable  necessity  ;    but  that  it  amounts  to  the 
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hardship  which  you  describe  is  not  so  evident.  "  There 
is  not,"  you  assure  me,  "  a  tradesman  or  artizan  in  all 
Huggleton,  however  mean  his  condition — not  a  journey- 
man shoemaker  nor  a  draper's  apprentice — who  has  not 
more  liberty  in  this  respect  than  we  have."  Now,  if  I 
remember  rightly,  there  is  an  inscription  either  in  your 
office  window  or  over  your  office  door  to  this  effect  : 
"  Open  from  10  till  3,"  the  interpretation  of  which  is, 
that  your  daily  labour  occupies  five  hours  out  of  every 
four-and-twenty — but  say  six.  Now,  what  would  ex- 
press the  periods  of  labour  respectively  assigned  to  those 
whose  happy  lots  you  sigh  for  ?  In  no  case  less  than 
twelve  hours  a  day.  They  work  six  months,  therefore> 
out  of  the  twelve — you  only  three.  Rightly  considered, 
your  life,  as  compared  with  theirs,  is  a  perpetual  half 
holiday ;  and  because  you  cannot  now  and  then  put  two 
of  these  together,  to  make  a  whole  one,  you  rail  at  your 
destiny,  somewhat  as  a  child  might  blubber  for  the  moon. 
If  your  labour  is  continuous  in  one  respect  beyond  that 
of  most  other  callings,  so  also  is  it  shorter  in  its  dura- 
tion ;  and  the  one  fairly  counterbalances  the  other.* 

*  Mr.  Bullion  here  is  pressing  an  argument  rather  too  close.  A 
gentleman  who  knows  so  ranch  as  he,  knows  that  banking  hours 
altogether  are  much  longer  than  those  during  which  the  public  are 
admitted.  From  nine  or  half-])ast  to  five  is  a  fair  average  for  the 
work  of  clerks,  and  these  hours  have  to  be  supplemented  by  late 
working  during  the  periodical  monthly  or  half-yearly  balancings. 
Bank  work,  too,  as  a  rule,  is  probably  much  more  steady  and  per- 
sistent during  the  hours  it  occupies,  than  that  with  which  it  is  here 
contrasted. 
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Another  grievance  of  which  you  complain  with  hitter- 
ness  is  the  espionage  which  your  Directors  maintain,  by 
one  means  or  another,  over  your  private  conduct  and 
movements.  You  denounce  this  as  the  most  odious 
feature  in  the  administration  of  the  estal)lishment — not 
that  you  ^ear  the  closest  watching,  you  observe,  but  that 
it  is  gall  and  wormwood  to  be  suspected. 

Not  nec(*s8arily  suspected,  however.  When,  for  example, 
a  stranger  to  you,  however  respectable  in  exterior,  pre- 
sents for  payment  a  letter  of  credit  in  his  favour,  and 
you  reijuire  from  him  a  reference  as  to  his  identity,  you 
do  not  necessarily  sus])ect  him  to  be  a  swindler ;  you 
make  the  requisition  simply  as  a  matter  of  business. 

Or,  when  the  inspector  of  the  bank  comes  round  and 
counts  3^our  cash,  he  does  not  necessarily  suspect  that  he 
will  find  in  it  an  appalling  deficiency  ;  he  goes  over  and 
checks  it  purely  as  a  matter  of  routine. 

Once  again,  when  a  customer  la3\s  down  a  sum  of 
money  on  your  counter,  and  tells  you  it  amounts  to  so 
much,  do  you  give  him  the  right  to  suspect  that  you 
doubt  his  integrity,  by  counting  it  over  before  you  pass 
the  money  to  his  credit  ? 

To  be  watched,  then,  is  not  necessarily  to  be  suspected ; 
and  to  watch  is  no  more,  I  apprehend,  than  to  keep 
one's  eyes  and  ears  open.  Would  you  have  your  Direc- 
tors shut  both,  or  3'our  inspector  make  his  rounds  blind 
folded  ? 

There  are  limits  sufficiently  defined,  within  which,  it 
is  well   understood,  even  the  watchful  eye    of  your  in- 
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spector is  not  to  ])enetrate;  but  beyond  these,  y<^>ur  con- 
duct is  fairly  open  to  criticiani,  and,  if  need  be,  to  rebuke 
and  punishment. 

With  your  ])rivate  convictions  in  rchgious  or  political 
matters,  yon  will  hnve  no  interference,  provided  you  keep 
them  to  yourself;  but  it  is  one  thing  to  entertain  an 
opinion,  and  another  to  seek  its  })ro)iagation  ;  and  when 
a  Bank  Manaufer  becomes  either  a  i)olitical  demacjoorue, 
or  a  ranting  zealot,  it  is  reasonabh;  that  his  Directors 
shouM  tell  him  that  these  vocations  and  his  own  are 
incompatible  with  eafh  other.  Banking,  in  the  abstract, 
has  no  connection  with  religion  or  politics  ;  and,  by  con- 
sequence, your  customers  are  made  uj)  of  all  manner  of 
beliefs,  sects,  and  parties.  But  take  a  side  with  any 
section,  l)e  it  u^reat  or  small — identify  yourself  i)romi- 
nently  with  its  views  and  movements,  and  set  all  Huggle- 
ton  by  the  ears — and  defections  from  the  rard<s  of  youi- 
customers  will  assuredly  follow  in  a  greater  or  less  de- 
gree, according  to  circumstances. 

\Vith  a  Manager's  tastes,  habits,  and  pursuits,  so  hmg 
as  the3'  do  not  interfere  with  the  efficient  discharge  of 
his  duties,  his  Directors  have  no  conctern,  and  take 
none  ;  but  when  he  oversteps  the  limits  of  pru<lence  or 
propriety  they  are  bound  t*^  interfere.  If  his  style  of 
living,  for  example,  becomes  notoriously  extravagant, 
and  too  great  for  his  means,  the  Directors  are  bonnd,  for 
their  own  protection  and  that  of  his  sureties,  to  call  him 
to  account.  He  cannot  live  in  excess  of  his  iiuotue  with- 
out one  of  two  lesults  ha])pening  sooner  or  later:  either 
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he  will  meet  the  growing  deficit  in  his  finances  by  false 
entries  in  the  books,  or  fraudulent  dealings  with  the  cash, 
and  thus  prejudice  his  sureties  ;  or,  abusing  his  position 
as  Manager  of  the  branch,  he  will  run  into  debt  with  his 
customers,  and,  when  the  reckoning  comes,  bring  gratui- 
tous odium  upon  the  establishment. 

If,  again,  a  Manager  shall  so  ftir  forget  his  position  and 
himself  as  to  yield  to  the  vice  of  intoxication,  even  occa- 
sionally— to  habitual  gambling — to  open  profaneness — or 
to  other  vices  which  shall  be  nameless, — if  he  even  make 
friends  or  intimates  of  those  who  have  given  themselves 
over  to  such  habits,  his  Directors  have  a  right,  and  it  is 
their  duty,  to  insist  upon  amendment  or  to  displace  him. 
Tainted  with  such  habits  a  Manager  will  never  secure 
that  confidence  nor  inspire  that  respect  which  is  essential 
to  the  right  fulfilment  of  his  duties. 

And  there  are  fiiults  of  temper  and  of  manner  which 
come  fairly  within  the  scope  of  remark  and  reproof.  A 
proneness  to  incivility,  arrogance,  or  braggadocio,  for  ex- 
ample, if  you  have  it,  you  will  do  well  to  curb,  and  alto- 
gether to  eradicate  from  your  disposition.  And  whilst 
you  thus  study  to  avoid  ruffling  the  tempers  of  others, 
guard  well  your  own ;  for  in  the  course  of  your  expe- 
rience you  will  have  to  bear  and  forbear  largely.  When 
you  are  charged  to  your  teeth  by  the  respectable  Mrs. 
Jones,  for  exam})le,  with  having  basely  mulcted  her  of 
fourpence  on  "  .as  good  a  sovereign  as  ever  a  one  in  your 
shabby  bank;"  or  when  you  are  menaced  by  a  commercial 
"gentleman"    with  the   disru[)tion  of  your  entire  estab- 
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lishment, because  you  won't  draw  on  London  for  him  <ni  liis 
own  terms,  it  is  not  incumbent  on  you  to  quarrel  outright 
with  Mrs.  Jones,  nor  in  a  violent  heat  to  show  your  male 
assailant  the  door.  In  the  very  whirlwind  of  your  pas- 
sion you  must  "  beget  a  calmness ;"  and  if,  wlicn  sorely 
pressed,  the  thought  should  cross  your  mind  of  braining 
some  one  with  the  100  sovereign  weight,  banish  it  as  by  no 
means  a  sovereign  remedy  for  insolence  and  mendacity. 

As  regards  your  intercourse  with  rival  establisliments, 
I  should  have  considered  it  superfluous  to  suggest  that  it 
be  marked  by  a  liberal  courtesy,  but  for  a  certain  letter  in 
the  Huggleton  Express,  bearing  your  initials,  and  lieaded 
"Joint  Stock  v.  Private  Banking."  Now,  I  do  not  call  in 
question  any  of  the  facts  which  you  allege  in  favour  of 
one  system  and  against  the  other,  although  it  strikes  me 
that  your  selection  is  rather  one-sided  ;  but  the  spirit  that 
runs  through  the  ai'ticle,  of  self-laudation  on  the  one 
hand,  and  unneighbourly  detraction  on  the  other,  is  cre- 
ditable neither  to  your  good  sense  nor  your  good 
nature. 

Granted  that  the  system  of  Joint-Stock  Banking-  is  all 
that  you  pronounce  it  it  to  be — nevertheless,  I  had  rather 
that  the  encomium  were  passed  by  an  indifferent  and  dis- 
interested party  ;  and  I  think  the  puV)lic  generally  will 
be  of  my  opinion.  Fine  words  butter  no  parsni[)s  ;  con- 
sequently, your  sounding  periods  do  not,  to  my  mind,  re- 
deem your  article  from  the  reproach  of  the  puH"  direct. 

Deliver  it   over  to  a   bill-sticker,  to   l)c  done  into  the 
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Htyle  and   langUM<^^c   ])ec;uliar   to   posters^  and    he   would 
throw  it  off  in  soino  siicli  form  as  tliis  : — 

'*  Iimnen.se  attractinn  to  Depositors  !  Unlimited  responsibility 
of  Proi)rietorH  !  !  F^iidnp-capital — a  (piartor  of  a  million  ster- 
ling !  !  ! 

"  The  branch  in  Hngi^leton  of  the 
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Bank  (<Jharlc3  Coigne, 

Mana'^er)  continues  to  receive  deposits,  discount  bills,  and  grant 
letters  of  credit  on  terms  extremely  favourable  to  the  customer. 

"  An  early  inspection  of  its  scale  of  charges,  and  of  the  list  of  its 
immense  and  respectable  proi>riotary,  ia  invitid. 

"  N.li.  No  connection  with  the  concci-n  opposite — the  private 
bank  of  IJuaks  <b  (V>. " 

I  do  not  doubt  that  you  wr(^to  witli  the  very  best  in- 
tentions, and  that  you  will  consider  my  treatment  of  vour 
maiden  essay  as  brutal  and  gratuitous  in  the  extreme  ; 
but  sueli  things  do  positive  hartn,  ;ind  ought  to  be  put 
down. 

Do  you  take  ([uack  medicine  i)ecausc  the  label  assures 
you  solemnly  that  it  will  instautaneously  heal  the  most 
incurable  diseases — all  other  cures  being  counterfeits  and 
delusions  ?  When  a  man  begins  to  brag  of  his  means  and 
resources,  do  you  not  begin  to  suspect  that  both  are  limited 
in  the  extreme — probably  desperate  ?  Do  you  not  in- 
stinctively avoid  a  shop  the  [)ro[)rietor  of  which  indicates 
in  ca|)itals  and  })roiligious  marks  of  admiration  that  his 
arrangements  enable  him  to  sell  everything  olf  at  80  [)er 
cent,  below  any  other  house  in  the  trade  ? 

On  the  same  princii)le,  is  there  not  a  chance  that  the 
public  may  suspect  that   there   is  something  rotten  in  a 


ifi 


ROUTINE   DUTIES. 


205 


uld 


vo 


n  ster- 

Coigne, 
d  grant 
iiier. 
.st  of  its 

j^)rivate 

best  in- 
of  vour 
xtieine  ; 
\)e  put 

assures 
he  vnost 
[cits  and 
ans  and 
b  limited 
not  in- 
ndicates 
that  liis 
80  per 

that  the 
Iten  in  a 


system  tliat  is  so  vehemently  extolled  l>y  its  own  mem- 
bers ?  1  have  a  stron^^  eonviction  that  if  the  system  is 
sound  it  will  prevail  ;  but  that  its  prevalence  will  not  be 
hastened,  l>ut  may  be  indetinitely  retarded,  by  injudicious 
[)raise. 

I  had  tar  rather  have  seen  ycju  extendin*^  the  olive 
branch  of  friendship  and  l)r()therhood  to  youi'  competi- 
tors. The  world  is  wide  t)nouo-h  for  us  all — our  lai't^est 
interests  we  hold  in  common.  Why  should  we  not  fra- 
ternize, and  strive  together  for  the  common  weal  i  There 
are  prejudices  to  overcome,  schemes  to  batHe,  fallacies  to 
refute,  enactments  to  overthrow,  that  recpiiie  the  combined 
strength  of  the  banking-  interests  to  accomplish,  disunion 
has  been  our  bane  from  the  beuinnint«-  and  threatens  to  be 
our  curse  to  the  end.  Our  weakness  has  been  the  enemy's 
sti'ength.  Within  the  compass  of  tive-and-twenty  years, 
more  legislative  folly  has  l)een  per[)etrated  in  respect  of 
currency  and  banking  than  u[)on  any  other  subject 
whatsoever. 

What  mattered  it,  that  fi'om  this  point  or  th;'t  came 
the  protests  of  practical  men,  filled  with  astonishment  and 
apprehension  at  that  masterpiece  of  legislative  mischief — 
the  Act  of  1844? 

As  an  interest  we  renjained  inert  and  impassive,  divided 
and  powerless,  and  triumphant  majorities  trani|)led  our 
protests  under  foot.  And  so  it  will  be  again,  until  the 
great  banking  interests,  setting  aside  rivalry  and  divi- 
sion, at  least  for  the  nonce,  shall  condjine  for  a  common 
purpose.      Divided — there  are  none  so   poor  as  to  do  us 
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revoreiKMj ;   united — wv   aw   a   insitdi    foi-    the    strongest 
Ministry  that  ever  held  sway  in  Enghind. 

It  W(juld  be  an  easy  matter  to  extend  this  section  of 
the  suhjeetj  but  it  is  enough,  perhaps,  to  have  shown  gene- 
rally that  there  are  i)oints  in  the  private  conduct  of  their 
officers  which  are  fairly  o[)en  to  the  surveillance  and  ani- 
madversion of  tlie  Directors  of  a  bank,  and,  therefore,  that 
the  "  gall  and  w<jrniwood  "  under  which  you  were  suffer- 
ing a  few  pages  back  are  entirely  gratuitous.  If  I  might 
be  permitted  to  borrow  a-  phrase  frtjni  another  service,  I 
would  observe,  in  conclusion,  that  what  your  Directors 
require  at  your  hands,  and  are  fairly  entitled  to  demand, 
is  simply  this — that  at  all  times,  in  all  places,  and  under 
all  circumstances,  you  demean  yourself  as  becomes  "  an 
officer  and  a  gentleman." 


lkttkh  xxn. 

ROUTINE  DUTIES— Coiiduded. 

CORRESPONDENCE     WITH     THE     HEAD    OFFICE,     AS     RESrECTS 
STYLE,   ETC. — OF  INSTRUCTIONS  AND  ORDERS   BY   CIRCULAR. 


BRANCH  MANAGER  will  strive  to  maintain  a 
good  understanding  with  his  Directors  and  Chief 
Manager,  if  he  has  any  regard  for  his  own  com- 
fort, or  has  an  eye  to  advancement.  No  body  of 
Directors  will  pointedly  study  the  comfort  or  advance- 
ment of  one  who  has  wilfully  incurred  their  displeasure 
or  courted  their  dislike,  whatever  abilities  he  may  possess. 
By  your  letters,  mainly,  will  this  sort  of  understanding 
or  the  contrary  be  established,  and  your  character  and 
abilities  judged,  because  your  letters  are  nearly  the  only 
medium  which  brings  you  into  direct  communication  with 
the  board.  You  will  do  well,  therefore,  at  all  times  to 
weigh  both  the  manner  and  the  matter  of  them,  particu- 
larly of  those  which  are  meant  for  the  eyes  of  the  Directors. 
As  regards  the  manner,  a  respectful  firmness  will  better 
command  attention  than  either  a  cringing  humility  or  a 
saucy  an'ogance  of  tone  ;  and,  indeed,  the  less  of  tone 
there  is  of  any  kind  in  business  matters,  the  better.  State 
your  opinions  freely,  but  be  careful  to  exclude  all  argu- 
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nu^nt  from  your  letters  ;  for  r<>ly  upon  it,  y<mv  Directors 
will  have  an  idea  that  they  can  arrive  at  a  correct  conclu- 
sioii  upon  any  Lciven  dabi  without  \niir  showing;  them  the 
way  to  it.  Kschew  the  li^'litcr  /races  of  com|)ositioi). 
Metaphor,  simile,  or  antithesis  are  well  cnoii<^h  in  their 
propel"  ])hic('s  ;  hiit  when  found  in  a  business  letter,  ludi- 
crously adorning;  a  plain  statement  of  facts,  are  simply 
ridiculous.  The  young  and  ardent,  it  is  true,  think  dif- 
ferently ;  hut  in  seeking  ])y  gi'aiideur  of  style  to  write 
themselves  uj)  men,  they  uniformly  commit  tlu^  mistake 
of  Dogherry,  and  write  themselves  down — something  else. 

I  thi'ow  out  these  hints  for  y(jur  consideration  chief! v 
in  eonse(i[uenee  of  a  certain  letter  of  yours,  in  which  there 
occur  the  following  ])assages  : — 

"  I  protest  Sir,  I  have  no  j)atience  with  these  men," — 
meaning youi"  Directoi's.  "  There  is  great  poverty  in  this 
place  at  present.  I  wrote  up  to  head-quarters,  using  all 
the  eloquence  I  was  master  of,  to  induce  the  board  to 
come  down  with  a  handsome  subscripti(jn  to  the  fund,  add- 
ing, as  I  thought,  and  still  think,  with  perfect  propriety, 
Bis  dat,  qui  c'lto  dat.  I  had  occasion  in  the  same  letter 
to  recommend  that  a  fellow,  Bi'oiua  1)V  name,  who  had 
figured  in  our  dishonoured  bill  list  for  a  cou[)le  of  months, 
and  who  had  treated  the  half-dozen  letters  1  had  sent  him 
with  silent  and  uniform  c()ntenq)t,  should  be  at  once 
handed  over  to  the  tender  nu'rcies  of  our  solicitors,  harm- 
lessly expressing  a  hope  that  they  would  do  him  Brown! 
Well,  Sir,  the  subscription  was  given  (more  than  I  peti- 
tioned for),  and  Mr.  Brown  was  dealt  with  precisely  as  I 
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had  snfjj]^cstcd  ;  hut  how  do  yo\i  ih'iwk  J  fared  ?  Von 
won't  heliove  me,  porlin])s,  but  it  is  tlie  fact  notwitlistnnd- 
inf,^  that,  instead  of  VuMnj^^  connnended  for  a  seasonable 
disi)L'w  of  f,'ood  feelinj^'  and  proper  vi<;ilanee,  I  was  insidt- 
in<,dy  told,  in  reply,  to  confine  myself  to  the  English  lan- 
»jjuai]fo  in  future  in  my  correspondence  with  the  head  office  ; 
and,  at  the  same  time,  that  it  was  not  usual  to  introduce 
jests  in  matters  of  l)usine8s  ! " 

You  were  snubl)ed  tor  your  Latinity,  not,  I  apprehend, 
for  the  rather  uncharitable  reason  you  more  than  suggest, 
and  which  1  will  not  ([uote,  but  l)ecause  in  pure  matters 
of  business  such  (piotations  are  out  of  place.  There  is  no 
visible  relation  betwixt  currency  and  the  classics — be- 
twixt  journal  entries  and  hexameters.  A  Greek  quantity 
is  not  naturally  suggestive  of  a  sum  total.  In  matters  so 
peculiarly  British  as  pounds,  shillings  and  pence,  the 
British  language  is  indubitably  the  best  medium  of  com- 
munication. 

As  respects  your  "joke/'  it  was,  in  the  first  place,  exe-  • 
crable  in  itself,  and,  therefore  merited  castigation.  Tn 
the  second  place,  the  use  of  it  smacked  of  a  degree  of  fa- 
miliarity and  license  which  could  hardly  be  supposed  to 
exist  between  the  board  and  so  young  an  officer  as  your- 
self. And  lastly,  a  Board  of  Directors  is  naturally  a  grave 
and  deliberative  body.  It  is  not  addicted  to/ (c^^'^zVf.  It 
is  neither  witty  in  itself  nor  (wittingly)  the  cause  that 
wit  is  in  other  men.  Its  business  is  with  realities — 
many  of  them  stern    enough — none  of  them   so  trivial  a,s 

to  be   dismissed   with    a  jes't.     To  fancy   the   bank    par- 
N 
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lour  "  in  a  roai"  rciiuiix's  a  jtaint'ul  viYoii  of  the  iinagina- 
tion. 

On  tlic  strcnn^th  of  a  lojmtation  for  wit,  what  mortal 
man  over  got  a  l>ill  <lisi;<miite«l,  obtained  a!)  unlimited  ad- 
vance, a  Heat  at  the  hoard,  or  the  manaL,^einent  of  a  ])ank  ? 
What  witticism  ever  in  this  world  sent  coi'ii  uj)  or  cotton 
tlown,  (Uilianced  the  price  of  Consols,  or  lowered  the  rates 
of  discount?  The  wickedest  pun  would  fail  to  I'clax  the 
countenance  of  our  V\!nerable  Lady  of  Threadneedle 
Street ;  and  you  will  confess  that  it  must  be  a  tremendous 
joke,  indeed,  that  would  turn  the  exchanges. 

From  the  reply  to  the  particular  letter  in  question, 
your  indignation  boils  over  upon  the  sulject  of  correspon- 
dence generally.  It  would  appear  that,  no  matter  at  what 
length  you  may  address  your  head-quai'ters,  you  rarely 
receive  in  reply  above  a  few  stiff  lines.  But  if  these  are 
sufficient  for  your  guidance,  what  need  for  more  ?  Wh)^ 
write  a  dozen  lines  where  one  will  suffice  ?  When  you 
comi)lain  of  the  "  eyes  right  "  style  of  your  secretary,  j^ou 
should  make  some  allowance  for  the  work  he  has  to  do, 
If  yours  were  the  only  letter  he  had  to  answer  by  the  same 
post,  he  might  have  time  to  indulge  in  the  circumlocution 
which  you  appear  to  expect  at  his  hands  ;  but  even  if  he 
had  the  time,  it  is  n(jt  desirable  that  he  should  have  the 
inclination. 

"  Forward  a  list  of per  return,"  is  a  sentence  of 

great  and  imperative  brevity,  I  admit ;  but  would  it  please 
you  better  were  it  prefaced  by  some  such  exordium  as 
this  :  "  If  you  can  make  it  perfectly  consistent  with  your 
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communicate  our  wishes),  I  sliall  feel 
greatly  obliged,  and  it  will  convenience  us  very  mueh,  if 
you  will  forward  a  list,"  &c.  ? 

The  brevity  observed  by  all  parent  establislnnents  in 
their  correspondence  with  their  branches,  indeed,  instead 
of  being  a  cause  of  offence,  shoidd  rather  be  an  object  of 
emulation.  Rely  u})on  it  your  behests  are  more  likely  to 
command  a  hearing  amongst  acrowdof  others,  if  expressed 
in  a  brief  and  business-like  manner,  thftn  if  clothed  in  the 
most  copious  rhetoric.  The  Directors  have  too  many 
actual  fig  area  to  deal  with  greatly  to  respect  or  cherish 
mere  figures  of  speech.  I  put  it  to  your  own  sense  of  the 
probabilities  of  things,  what  chance  a  letter,  filling,  we 
shall  say,  three  closely-written  pages  of  bank  post,  has  of 
being  read  even,  when  you  consider  the  limited  time  that 
Boards  of  Directors  generally  sit,  and  the  mass  of  business 
they  must  transact  at  each  sitting.  And  what  is  the  con- 
sequence ?  Simply  that  such  a  letter  must  be  abstracted. 
The  officer  whose  functions  it  is  to  operate  upon  the  ver- 
bosity of  Managers,  mentally  applies  the  knife,  and  cuts 
three  fluent  pages  down  to  as  many  curt  lines.  He  is 
compelled  to  do  that,  in  fact,  which  the  writer  ought  to 
have  done,  and  would,  no  doubt,  have  better  done  himself. 

On  the  other  hand,  however,  there  may  be  an  excess  of 
brevity.  In  aiming  at  extreme  condensation,  which  some 
do,  there  is  a  risk  that  facts  of  material  consequence  to 
the  matter  in  hand  may  be  put  aside  altogether  ;  and  it  is 
not  to  the  credit  of  a  Manager  in  any  ease  to  have  a  mat- 
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tcr  rcJ'crrtMl  back  to  liiin  "  for  fiirtlier  parfcicnlnrs."  It  ia 
like  beiii^  ooiuIoihikmI  to  write  a  bad  copy  over  af,^'iin. 
The  rule  is  to  convey  tlie  greatest  possible  amount  of 
meaning  and  information  in  tlie   fewest  possible  words. 

Your  next  attack  is  n{)on  those  orders  of  the  board 
which  are  nsually  transmitted  to  the  branches  in  the 
form  of  CiRcuLAUS  fi-ora  the  head  otHce,  and  by  wliich 
you  com]>lain  that,  indivichially,  yon  feel  yourself  con- 
tinually aggrieved  and  insidted.  It  does,  at  first  sight, 
ajipcar  hard  that  t/ou  should  receive  a  circular,  because 
the  neixlc'it  or  l)lunderin<,^  of  some  fellow  Manajjfer  has 
rendered  the  circulai"  necessary.  But,  on  the  same  prin- 
ciple, you  might  (piarrel  with  our  legislators  for  enacting 
ajjcainst  rioting  and  sedition.  A  circular,  cautionini;  you 
a.gainst  the  breach  of  some  regulaticm  or  another,  need 
no  more  be  a  personal  aflront  to  you  than  an  Act  for  the 
relief  of  insolvent  debtors. 

But  you  must  beware,  at  the  same  time,  of  treating 
every  circular  sent  you  as  a  matter  for  the  special  edifica- 
tion of  somebo(l)/  cUe  ;  nor,  because  you  don't  clearly  see 
the  drift  of  it,  nuist  you  conclude  that  therefore  it  may 
be  set  aside  and  neglected.  You  may  safely  lay  it  down 
as  an  axiom,  that  the  parent  establishment  will  not 
issue  fi  single  order  that  is  superfluous.  There  is  no  man 
or  Manager  living,  it  a})pears  to  me,  who,  in  a  sound 
state  of  mind,  would  order  even  the  shortest  circular  to 
l)e  written  twenty  times  over  purely  for  his  diversion. 
Be<aring  this  in  niind,  beli(!ve  me  yon  will  best  study 
your  own  interest  and   comfort  by  a  [)rom[)t  and  cheerful 
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«'>"M'liMneo    with   th..   (.ocasional    ..nl.r.s    s.-nt    yor,    from 
head-c^uarters.     Compliance  relieves  ijoa  at  once  from  all 
blame  or  risk  ;  dUohedience  exposes  ^ou  to  tmth.     A  bank, 
as  you  well  know,  is  a  mere  machine  ii,  its  ireneral  move- 
ment;    hence   tlie  absolute   necessity  fur    uniformity  of 
ruatiue   throughout   tlio  establishment,  an<l   of  circulars 
m>w  and  then  to  enlbrce  it.     You  can  fancy  the  inextric- 
able complication  of  threa<ls  that  would  follow  were  any 
individual    bobbin    in   a   spinning    machine    to    take   to 
spuming  on  its  own  account  and   after  its  own  fashion  ' 
Pardon  the  comparison  ;   but  apply  it,   and   ev.n  circulars 
-the  cause  o{    your    particular  av.rsion-will    rank    as 
httle  W()r.sethan  sundry  other  necessarv  evils 
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INSTANCES  IN  WHICH  A  MANAGER  IS  RESPONSIBLE  IN 
CASE  OF  LOSS — FREKDOM  OF  ACTION  NOT  NECESSARILY 
FETTERED    BY    SUCH    RESPONSIBILITY — CONCLUSION. 
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F  all  sore  subjects,  the  sorest  to  a  Branch  Manager 

is    that    of   PERSONAL    RESPONSIBILITY :     it  is  the 

bugbear  of  his  official  life.     In  all  banks  he  is 

held  ))ersonany  liable  for  losses  in  certain  cases, 

and  bound  to  make  them  good. 

There  is  this,  however,  to  be  said  at  starting :  that  no 
Manager  can  subject  hiinself  to  loss  otherwise  than  by  a 
direct  breach  of  his  instructions,  which  clearly  define 
those  transactions  which  he  is  to  guard  against,  at  his 
peril.  With  most  people,  this  simple  fact  will  always  be 
conclusive  of  the  whole  matter.  If  a  Manager,  they  will 
argue,  is  cognizant  beforehand  of  any  risk  which  he 
chooses  to  incur,  and  he  does  incur  it,  and  a  loss  is  the 
consequence,  there  would  not  appear  to  be  any  better 
reason  for  exempting  him  from  this  loss  than  for  exempt- 
ing a  breaker  of  the  law  from  the  penalty  attached  to  his 
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But  you  takt;  exception  to  the  cases  in  wliicli  a  Man- 
ager is  usually  held  responsil^le.  "  Lf  we  let  a  customer 
overdraw  his  account  without  authority,"  you  write, 
"  we  are  responsible.  If  we  discount  a  l)ili  beyond  a  cer- 
tain amount  without  autliority,  we  are  respousihle.  [f  we 
cause  an  over-issue  of  the  notes  of  tlic  hank  beyond  the 
ParHamentar}'  limit,  we  pay  tlie  penalty.  If  we  (tash  a 
cheipie  upon  another  bank  or  l)ranch,  and  it  is  dishonoured 
and  becomes  a  loss,  the  loss  is  ours.  If  we  <liscount  a 
forwd  bill,  or  cash  a.  fori-vd  clieciue,  or  an\'  other  bank- 
ing  document,  we  make  good  tlie  loss.  And,  to  conij)lete 
and  round  the  sum  ot"  responsi])ility,  it  is  exi)ressly  de- 
clared in  the  preandjle  to  our  instructions  (which  number 
nearly  200  clauses  in  all),  that  any  loss  which  may  arise 
by  reason  of  their  neglect  or  infringement  shall  be  sus- 
tained and  made  u'ood  bv  the  officer  oi'  officer,',  throuiih 
whose  neu'lect  or  wilful  disobedience  such  loss  arises." 

You  are  of  opinion  that  "'the  force  of  folly  eould  no 
furtliei"  Ljo,'  than  thus  to  tie  a  Manaufer  head  to  heel  with 
the  cords  of  responsibility,"  and  contend  that  he  should 
be  allowed  a   discretionary  )»ower. 

But  to  give  a  Manager  the  discretion  to  follow  certain 
rules  or  to  set  them  aside,  would  virtually  be  to  annul 
the  rules  themselves.  A  discretion  to  thieves,  burglars, 
and  lire-raisers  (I  mean  nothing  personal  by  the  eom- 
[)arison),  would  be  fatal,  I  apprehend,  to  the  operation  of 
the  laws  against  theft,  burglary,  and  arson.  Either  the 
rules  are  bad  or  they  are  good.  If  bad,  let  them  be 
amended  ;    but  if  sound,  let   them   be   strictl}'  observed. 
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There  is  only  011(3  otlier  cour.se — the  al)olition  of  all  rule, 
and  "  everybody  for  liimself."  You  will  tell  me  that  you 
do  not  seek  for  an  absolute  discretion,  and  would  be  well 
content  with  a  limited  one  only.  You  would  have  the 
discretion  given  you.  of  making  an  advance  on  open  ac- 
count in  any  case  to  the  amount  of  at  least  £100,  without 
consulting  the  board. 

There  might  not  be  any  very  great  harm  in  this,  per- 
haps, under  favourable  circumstances,  and  in  good  hands. 
The  discretion  would  enable  you  to  make  yourself  a  very 
great  man  indeed  amongst  the  sm;ill  fry  of  your  customers 
— a  very  Triton  amongst  the  minnows — but  this  is  an  am- 
bition which  no  doubt  you  will  indignantly  disclaim. 

But  if  your  motive  be,  as  no  doubt  it  is,  to  improve  the 
connections,  the  profits,  and  the  popularity  of  your  branch, 
without  reference  to  your  personal  ini))ortance,  the  discre- 
tion you  sigh  for  must  not  be  limited  to  £100 ;  because 
many  of  your  customers  are  just  as  good  for  £10,000  as 
others  are  for  £10.  Such  a  limit,  therefore,  whilst  it 
would  enable  you  to  give  instant  acconnnodation  t(^  the 
inferior  order  of  your  connections,  would  leave  you  ]n)wer- 
less  to  meet  the  larger  rei^uirements  of  the  wealthy  and 
intluential  amouLjst  them. 

To  render  a  latitude  or  discretion  to  make  advances 
e(iuita])le  in  its  operation,  you  must  adapt  the  figure  to 
the  customer,  and  not  the  customer  to  the  figure.  You 
cannot  reduce  your  customers  to  one  standard  measure  of 
advance  any  more  than  you  can  reduce  their  persons  to  an 
uniform  standard  of  lieight  and   rotundity,      fjiit  such   a 
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rliscretion  as  this— a  discrution  to  make  advances  propor- 
tioned  to  the  means  and  deservino-  of  your  customers- 
would  be   unlimited  ;  and  for  any    body  of  Directors  to 
delegate  such  a  power  would  virtually  be  to  alxlicate  their 
highest  function— the  financial  government  of  the  bank. 
In  a  single  month,  it  is  not  too   much   to   say,  that   tlie 
effects  of  such  an  arrangement,  operating  at  twenty  dif- 
ferent points  at  once,  and  at  each   with   indefinite  powers 
of  expansion,  might  be  to  bring  even  a  powerful  bank  into 
difficulties. 

That  you  should  be  held  responsible  if  you  cause  an 
over-issue  of  the  notes  of  the  bank,  is  just  as  reasonable 
as  that  you  should  beheld  resi)onsible  wei-e  you  to  set  fire 
to  the  bank  premises  with  malice  aforethought ;  because 
it  is  hardly  })ossible  that  you  can  cause  an  over-issue  by 
inadvertence. 

When  you  give  value  for  a  cheque  di-awn  upon  another 
bank  or  branch,  you  do  so  in  total  ignorance  of  the  state 
of  the  account  drawn  upon.  The  risk,  therefore,  in  this 
case  is  self-taken,  and  the  loss,  if  any,  <,ught  to  be  self- 
borne  ;  because,  if  you  choose,  you  may  take  such  checiues 
for  collection  only,  where  the  shadow  of  a  doubt  exists  as 
to  the  responsibility  of  the  holder  ,>f  tlie  checiue. 

That  any  loss  consequent  upon  youi-  paying  forged 
eheques  or  bills  should  be  yours  is  only  in  accordance  with 
the  universal  usage,  not  only  of  banking  establishments 
but  of  all  others.  If  there  is  one  function  more  than 
another  which  is  peculiarly  that  of  a  Branch  Ahmager-at 
least  where  he  acts  as  teller,  x\hi«-h  hn  gciierally  does -it 
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must  be  to  see  tliat  every  cheque  oi-  document  lor  which 
he  parts  with  the  bank's  funds  bears  the  ireimine  siirna- 
tare  of  the  party  entitled  to  the  money,  (jr  tliat  of  hia 
legally  accredited  agent.  In  the  ordinary  affairs  of  life, 
he  who  pays  money  to  the  wrong  jteison  inevitably  bears 
the  loss,  on  the  same  principle  that  he  sutlers  pain  if  he 
burns  his  fingers  ;  and  it  does  not  a))])ear  upon  what 
ground  a  Bi'ancn  Manager  should  V>e  exempted  fi-om  the 
Oj)eration  of  a  law  to  which  all  are  alike  subject. 

You  hold  it  to  be  a  hard  case,  notwithstnnding,  that  a 
Manager  should  be  made  to  sustain  a  loss  in  aii^j  case 
arisino-  out  of  transactions  which  yield  him  no  advantaixe 
individually,  but  were  adopted  by  him  solely  to  promote 
the  interests  of  the  bank. 

But  it  cannot  be  to  the  interest  of  a  bank  to  run  risks 
altogether  disproportioned  to  the  profits  derivable  from 
them  ;  and  of  this  descri])tion  are  the  transactions  now  in 
question  ;  and  it  is  for  this  reason  that  such  transactions 
are  ex})ressly  interdicted,  unless  you  choose  to  adopt  them 
on  your  own  responsibility.  If  you  dislike  the  alterna- 
tive, }'our  course  is  to  avoid  the  transactions,  for  which 
your  instructions  are  not  only  sufiicient  warrant,  but 
amount  to  a  command. 


■IfU 


I  am  prepared  to  hear  you  tell  me  that  the  princi})les  I 
advocate  would  reduce  a  Manager  to  a  mere  automaton. 
I  am  very  fai-,  howevei",  from  seeking  to  establish  any  such 
doctrine. 

Although  I  contend  that  the  discretionary  [)ovver  which 
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you  seek  for  in  your  capacit}'  of  Branch  Mnnagcr  cjumot, 
consistently  with  the  safe  working  of  a  hank  Bill,  be  given, 
I  by  no  means  wish  to  assert  that  such  discretion  may  not, 
under  certain  circumstances,  he  hd'en.  The  instructions 
given  by  a  bank  to  its  oflicers  are  U>  be  inter|)reted  after 
the  spirit  as  much  as  after  the  letter;  and  a  depnrture 
from  the  strict  letter  may.  nevertheless,  be  in  strict  ac- 
cordance with  the  spirit  of  your  instructions. 

Strictly  taken,  for  example,  the  4th  article  of  your  code  is, 
that  any  overdraft  or  excess  of  over<lraft  made  witli*  >ut  tlie 
sanction  of  tlie  J_)irectors  will  be  at  the  risk  of  the  Manager 
making  it ;  but  mark  what  follows — "  until  s})ecially  and 
directly  sanctitmed  by  the  Directors."  Now,  according  to 
my  understanding  of  this,  it  gives  you  almost  an  unlimited 
discretion,  if  you  choose  to  exercise  it.  You  may  make 
advances,  and  these  advances  will  continue  at  your  risk, 
but  only  until  such  time  as  they  receive  the  sanction  of 
the  board  ;  and  if  you  properly  undei'stand  your  l)usiness, 
and  have  continually  in  view  the  nature  of  your  existing 
general  instructions,  you  will  rarely  make  an  ad\ance 
which  your  Directors  will  not  sanction. 

You  will  remind  me,  perhaps,  of  the  rejection  by  your 
Directors  of  various  accounts  which  you  have  recom- 
mended to  them  from  time  to  time,  and  also  of  sundry 
suggestions  on  general  subjects  which  have  received  the 
same  '*  ignominious  treatment "  (I  think  this  was  your 
expression).  As  regards  the  rejected  accounts,  I  think  it 
highly  probable  that  they  did  not  conform  in  all  respects 
to  your  special  or  general  instructions.     With  respect  to 
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your  "suggestions" — instead  of  leaping  to  the  conclusion, 
that  because  they  are  not  adopted,  the  Directors  have 
withdrawn  ;dl  confidence  in  your  judgment,  you  should 
recollect  that,  from  their  position,  they  command  a  range 
of  view  that  euibraces  the  whole  establishment,  from  its 
neai'est  to  its  most  remote  extremities  ;  and  that  what 
might  be  entirely  in  accordance  with  your  views  of  things, 
and  the  particular  interests  of  your  branch,  might  not  be 
entii'ely  conducive  to  the  interests  of  the  bank  at  hirge. 

Then  why  not  vsay  so  ?  you  ask.  If  a  suggestion  is  re- 
jected, we  are  surely  entitled  to  know  why  ?  Not  neces- 
sarily. The  Directoi's  find  their  time  sutticiently  occupied 
in  giving  instructions  what  shall  be  done,  without  ste})ping 
out  of  their  way  to  reason  their  officers  out  of  crotchets  that 
may  be  impolitic  or  inipracticable. 

You  will  do  well,  then,  to  lay  aside  that  questioning 
petulancy  of  tone  that  too  easily  besets  young  Managers  ' 
for  in  i)ro})ortion  as  it  elevates  you  in  your  own  esteem,  it 
lowers  you  in  that  of  others.  It  is  not  beconung  in  one 
still  on  the  sunny  side  of  thirty  to  sneer  at  the  judgment 
of  those  who  are  greatly  his  seniors  in  age  and  experience, 
and  who,  by  possibility  at  least,  may  be  his  superiors  like- 
wise in  knowledo'e  and  understanding.  Even  ^Yere  this 
prevalent  contempt  for  your  official  betters  well  founded, 
there  is  a  certain  forcible  but  vulgar  adage  you  will  recol- 
lect, tou(;hing  the  impolicy  of  crying  stinking  tish. 

You  will  find  it  a  more  becoming  and  a  wiser  course  to 
*•'  think  others  see  as  well  as  you,"  and  to  believe  that 
your  su})eriois   in  office  are  actuated  by  the  stime  spirit 
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svliicl)  animates  j^ourself — a  steadfast  endeavour  and  de- 
sire to  forward  to  the  utmost  of  your  several  abilities  the 
l)e.st  interests  of  the  baidv. 


Tlie  task  which  I  imposed  u[>on  myself  and  you    when 
I   this  C(nTespondence    is   now   finished — at 


eonnnen 

or  the  presen 


least  f 


t.     I  (h 


)t  ki 


whether  I  hf 


least  lor  the  present,  l  do  not  Know  wnetner  i  nave  im- 
paited  to  you  anything  absolutely  new,  or  that  was  not 
tolerably  well  known  before;  l)ut  when  I  hecanie  a  Branch 
Mana<j^ei'  myself,  I  became  aware,  or  at  all  events  the 
fancy  streck  me,  that,  as  in  ETiglish  law,  there  was  in 
English  banking,  a  certain  section  of  the  code  unwritten 
and  traditional  only.  Very  able  works  existed,  I  knew, 
for  I  had  read  many  such  on  the  genei-al  subject — on  bank- 
ing viewed  from  without,  so  to  s[>eak  :  T  imagined,  there- 
fore, that  a  view  of  the  subject  from  within — from  behind 
the  scenes — from  the  board-room  itself — woidd  not  be  al- 
together devoid  of  novelty  or  interest.  This  may  have 
been  a  mere  hallucination  on  my  part,  or  it  may  have 
been  the  i*esult  of  ignorance ;  but  if  so,  I  shall  at  least 
have  the  satisfaction  of  reflecting  that  in  anything  that  I 
have  written,  I  have  not  consciously  pilfered  from  other 
vrriters. 

Some  of  ray  elder  and  graver  brethren,  1  apprehend — 
if  any  such  rank  amongst  my  readers — will  be  slow  to 
excuse  the  flippancy  with  which  I  have  treated  the  sub- 
ject, but  as  1  did  not  aspire  to  address,  far  less  to   teach 
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them,  l»ut  tf>  imp.iit  to  my  juniors  tlu;  siibstarn'e  of  my 
own  ex|)oiien('e,  such  as  it  luis  been,  1  sought  to  invest 
tlH3  subject  witli  such  t'lnuiliar  and  clieert'ul  aUusions  as  I 
could  bring  to  bear  upon  it,  by  way  of  set-otf  to  its  natu- 
rally dry  and  unattractive  character. 

And  now,  farewell.  You  asked  my  advice  as  an  "  Old 
Hand,"  and  I  have  given  it,  frankly  and  bluntly,  ms  the 
manner  of  ;in  Old  Hand  should  be.  Vou  may  (juestion 
its  soundness,  but  you  will  not  (l(jul)l  its  sincerity. 
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